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ECONOMIC STIMULUS PAYMENTS 


THURSDAY, JUNE 19, 2008 

U.S. House of Representatives, 

Committee on Ways and Means, 

Subcommittee on Oversight 

Washington, DC. 

The Subcommittees met, pursuant to notice, at 10:04 a.m., in 
room 1100, Longworth House Office Building, Hon. John Lewis 
[Chairman of the Subcommittee on Oversight] presiding. 

[The advisory announcing the hearing follows:] 


( 1 ) 
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ADVISORY 

FROM THE COMMITTEE ON WAYS AND MEANS 

SUBCOMMITTEE ON OVERSIGHT 

FOR IMMEDIATE RELEASE CONTACT: (202) 225-5522 

June 10, 2008 

OV-9 

Lewis and McNulty Announce a Joint Hearing on 
Economic Stimulus Payments 

House Ways and Means Oversight Subcommittee Chairman John Lewis (D-GA) 
and Social Security Subcommittee Chairman Michael R. McNulty (D-NY) today an- 
nounced that the Subcommittees will hold a joint hearing on the status of the eco- 
nomic stimulus payments. The hearing will take place on Thursday, June 19, 
2008, at 10:00 a.m., in the main Committee hearing room, 1100 Longworth 
House Office Building. 

In view of the limited time available to hear witnesses, oral testimony at this 
hearing will be from invited witnesses only. However, any individual or organization 
not scheduled for an oral appearance may submit a written statement for consider- 
ation by the Committee and for inclusion in the printed record of the hearing. 

BACKGROUND : 

On February 7, 2008, the Congress passed the “Economic Stimulus Act of 2008,” 
which was signed into law by the President on February 13, 2008 (P.L. 110-185). 
This law provides lower-income and middle-income working families, and certain 
seniors and disabled veterans, with an economic stimulus payment (commonly re- 
ferred to as a “rebate check”). 

The rebate check generally is equal to the lesser of a taxpayer’s net income tax 
liability or $600 ($1,200 in the case of married couples filing a joint return). In the 
case of taxpayers with qualifying income (defined as earned income, Social Security 
benefits, disabled veteran benefits, and benefits for widows of disabled veterans) of 
at least $3,000 and taxpayers with positive income tax liability, the rebate check 
will not be less than $300 ($600 in the case of married couples filing a joint return). 
The amount of the rebate check is increased by $300 for each child under the age 
of 17. The rebate check phases out for high-income taxpayers. 

To receive a rebate check this year, eligible taxpayers must file an income tax re- 
turn for the 2007 tax year by October 15, 2008. There are special filing require- 
ments for taxpayers who normally are not required to file an income tax return 
(“ESP filers”). The Internal Revenue Service (“IRS”) estimates that 130 million eco- 
nomic stimulus payments will be sent to eligible taxpayers, including ESP filers. For 
returns filed by April 15th, economic stimulus payments that were direct deposited 
have been completed, and, by July 11th, the remaining checks are scheduled to be 
mailed. Through June 5, 2008, about 67 million economic stimulus payments have 
been made. 

To administer the rebate checks, the IRS and the Social Security Administration 
(“SSA”) received an additional appropriation of $50.7 million and $31 million, re- 
spectively, to ensure that the rebate checks are fully and properly paid. These funds 
have been used, in part, to educate, assist, and locate taxpayers eligible for the re- 
bate checks. 

While the IRS and SSA reach out to taxpayers and beneficiaries to increase public 
awareness, they also must protect taxpayers from identity thieves who use fraudu- 
lent schemes and tax scams involving the rebate checks to obtain personal and fi- 
nancial information and claim someone else’s rebate check. The Federal Trade Com- 
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mission and the Internet Crime Complaint Center (“IC3”) report an increasing num- 
ber of identity theft complaints referencing the economic stimulus payments. The 
IRS has issued warnings to taxpayers about rebate check scams and expects these 
scams to continue. 

“Time is running out for millions of elderly and working Americans to 
file tax returns and receive a rebate check this year,” said Oversight Sub- 
committee Chairman Lewis. “Some problems have developed with the rebate 
checks, and it is preventing relief from getting to people who are strug- 
gling to keep up with rising costs. We must work quickly to address these 
problems and help ensure that the rebate checks reach everyone who is eli- 
gible.” 

Social Security Subcommittee Chairman McNulty said, “Economic stimulus re- 
bates must be delivered quickly and accurately to achieve their purpose of 
stimulating the economy. Earlier this year, Congress asked the Social Secu- 
rity Administration to help reach seniors and other beneficiaries who do 
not usually file tax forms so they could receive a check if eligible. We pro- 
vided SSA with additional resources to perform this duty and this hearing 
presents an opportunity to determine whether SSA’s and IRS’s efforts were 
successful.” 

FOCUS OF THE HEARING : 

The Subcommittees will review the status of the economic stimulus payments. 
They will examine the number of returns received and processed, the number of re- 
bate checks issued (direct deposit and paper), the amount of the rebate checks 
issued, the overall payment schedule of rebate checks, and outreach activities con- 
ducted by the IRS and the SSA to locate individuals eligible for the rebate checks. 
Further, the Subcommittees will examine problems experienced by individuals eligi- 
ble for rebate checks and what can be done to address these problems. 

The Subcommittees also will examine the identity theft schemes developed to date 
and review actions taken in response. Finally, the Subcommittees will ask the agen- 
cies to examine how to protect Social Security beneficiaries and other individuals 
from identity theft schemes using rebate checks as a lure. 

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS : 

Please Note: Any person(s) and/or organization(s) wishing to submit comments for 
the hearing record must follow the appropriate link on the hearing page of the Com- 
mittee website and complete the informational forms. From the Committee home- 
page, http://waysandmeans.house.gov/, select “110th Congress” from the menu enti- 
tled, “Committee Hearings” ( http://waysandmeans.house.gov/Hear- 

ings.asp?congress=18). Select the hearing for which you would like to submit, and 
click on the link entitled, “Click here to provide a submission for the record.” Follow 
the online instructions, completing all informational forms and clicking “submit” on 
the final page. Attach your submission as a Word or WordPerfect document, in com- 
pliance with the formatting requirements listed below, by close of business Thurs- 
day, July 3, 2008. Finally, please note that due to the change in House mail policy, 
the U.S. Capitol Police will refuse sealed-package deliveries to all House Office 
Buildings. For questions, or if you encounter technical problems, please call (202) 
225-1721. 

FORMATTING REQUIREMENTS : 

The Committee relies on electronic submissions for printing the official hearing 
record. As always, submissions will be included in the record according to the discre- 
tion of the Committee. The Committee will not alter the content of your submission, 
but we reserve the right to format it according to our guidelines. Any submission 
provided to the Committee by a witness, any supplementary materials submitted for 
the printed record, and any written comments in response to a request for written 
comments must conform to the guidelines listed below. Any submission or supple- 
mentary item not in compliance with these guidelines will not be printed, but will 
be maintained in the Committee files for review and use by the Committee. 
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1. All submissions and supplementary materials must be provided in Word or WordPerfect 
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and 
summiteers are advised that the Committee relies on electronic submissions for printing the offi- 
cial hearing record. 

2. Copies of whole documents submitted as exhibit material will not be accepted for printing. 
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material 
not meeting these specifications will be maintained in the Committee files for review and use 
by the Committee. 

3. All submissions must include a list of all clients, persons, and/or organizations on whose 
behalf the witness appears. A supplemental sheet must accompany each submission listing the 
name, company, address, telephone and fax numbers of each witness. 


Note: All Committee advisories and news releases are available on the World 
Wide Web at http://waysandmeans.house.gov 

The Committee seeks to make its facilities accessible to persons with disabilities. 
If you are in need of special accommodations, please call 202-225—1721 or 202-226- 
3411 TTD/TTY in advance of the event (four business days notice is requested). 
Questions with regard to special accommodation needs in general (including avail- 
ability of Committee materials in alternative formats) may be directed to the Com- 
mittee as noted above. 


Chairman LEWIS. Good morning, good morning. The hearing is 
now called to order. Today the Ways and Means Subcommittees on 
Oversight and Social Security will review the status of the rebate 
checks. 

People are suffering. I am really not sure how people are getting 
by. We are trying to get money into the hands of people who need 
it the most. But during that, we have placed a huge strain on the 
resources of the IRS. We have not been successful at reaching all 
of the people who are entitled to this tax rebate. 

As Chairman of the Subcommittee on Oversight, I know that it 
has been hard for the Internal Revenue Service to take on the re- 
bate checks during the tax filing season. There are almost 20 mil- 
lion additional taxpayers. Calls to the IRS have doubled this filing 
season, with over 10 million calls in 1 week, and 70 million calls 
to date. The Service has mailed over 200 million notices to tax- 
payers on the rebate checks, alone. 

I am concerned that the strain on its workers, its budget, collec- 
tion, and taxpayer services will be felt for the next filing season. 
The Administration needs to tell the Congress what resources the 
IRS needs. In addition to the burden on the IRS, we know that mil- 
lions of elderly and working people have not yet filed for a rebate 
check. People suffering under the pressure of rising food and gas 
prices, we know people need this relief, and they need it now. 

Clearly, millions of people do not know that they are eligible. We 
look forward to learning how — the Agency’s plan to reach these 
people. We want to know, learn how the Congress, the Administra- 
tion, and the public, and the private sector can work together to 
put billions of dollars in the pockets of Americans who need it 
most. 

Now I am pleased to recognize the distinguished Ranking Mem- 
ber of the Subcommittee on Oversight, my dear friend Mr. 
Ramstad, for his opening statement. 
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Mr. RAMSTAD. Thank you, Mr. Chairman, and you are a dear 
friend. I appreciate your yielding, and I thank both you and Chair- 
man McNulty for holding this hearing today. 

The Economic Stimulus Act that we passed in February is an ex- 
ample of how both parties and Congress and the White House can 
work together in a bipartisan, pragmatic, and common-sense way 
when urgent action is needed. There is already some evidence that 
the stimulus has helped the economy. Although the checks didn’t 
go out until the end of April, retail spending has already increased 
significantly; more than 76 million payments, totaling $64 trillion 
have already been sent, with more to come. 

However, none of this — I think that’s $64 billion, it should read; 
sorry, I still love my staff — most people probably don’t fully realize 
the unanticipated additional workload that this created for the 
IRS. I think all of us owe the Service a debt of gratitude. 

Certainly, the Service faced many challenges, other than getting 
the stimulus checks out. During this previous — this recently com- 
pleted — filing season, there was the late passage of the AMT patch 
that required, I know, reprogramming the systems and printing 
new forms. I know a lot of IRS employees, and I know a lot of them 
worked overtime to minimize the disruption that late enactment of 
the AMT caused. So, blame Congress, not the IRS, for that one. 

But once the filing season started, the IRS began processing the 
2007 returns, we asked the IRS, really, to perform double duty to 
expedite our stimulus plan. I think the Service responded very, 
very well. 

Also, I know the — part of the staff was diverted from reading the 
newspapers, from collections enforcement. There will be a price to 
pay in terms of foregone revenue, I guess, to the tune of $565 mil- 
lion, according to IRS estimates. I am looking forward to hearing 
more of that today from the testimony. 

So, I hope we can learn in this hearing if the Service has suffi- 
cient resources for taxpayer services, because obviously that’s im- 
portant. I am glad to see Ms. Olson here, the taxpayer advocate 
who does such a great job on behalf of taxpayers. 

We want taxpayers to have the best service possible, but we don’t 
want to sacrifice other primary IRS responsibilities, as well. So, I 
also hope this hearing will shed light on what can be done to pre- 
vent scam artists from preying on taxpayers, especially the elderly. 
I am very concerned about that. We have seen ruses from scam art- 
ists that have victimized many, many people, again, especially el- 
derly, surrounding previous stimulus payments. I hope that’s 
avoided as much as possible this time around. 

So, I look forward to the testimony today, Mr. Chairman, about 
the administration of stimulus payments. It’s a very massive job, 
it’s a very important job, and it’s good to know the IRS has many 
dedicated public servants that were able to perform under pres- 
sure. 

So, thank you again, Mr. Chairman, for holding this hearing. I 
yield back. 

Chairman LEWIS. Thank you, Mr. Ramstad. Now I am pleased 
to recognize the Chairman of the Subcommittee on Social Security, 
Mr. McNulty, for his opening statement. 
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Mr. MCNULTY. Thank you, Chairman LEWIS. Thank you for 
your 22 years of outstanding service in the U.S. Congress, and for 
your decades of leadership in the civil rights movement, having put 
your life on the line on numerous occasions to provide civil rights 
and equal rights for all Americans. 

I am grateful to you for organizing today’s joint hearing on the 
implementation of the Economic Stimulus Act of 2008. The impetus 
for this legislation was the downturn in the economy, which con- 
tinues to lag. In order to work, the stimulus had to be delivered 
quickly. 

Of course, some things are much easier said than done. But I 
have been impressed by the rapid response of the agencies tasked 
with the job of getting payments out as quickly and as effectively 
as possible. A mere 55 working days passed between the time that 
the President signed the legislation and the first stimulus payment 
was delivered. This was during the busy tax filing season. 

The Social Security Administration assisted by providing infor- 
mation to IRS, so it could reach out to Social Security and Veterans 
Administration beneficiaries who did not normally need to file, but 
would have to do so in order to qualify for their payment. These 
individuals received detailed materials from the IRS on the steps 
they needed to take in order to receive the stimulus payment. 
These processes are much more complicated than they appear on 
the surface, and the agencies have much to be proud of in the work 
they have done so far. 

Inevitably, the stimulus program caused individuals to contact 
IRS and SSA with questions, and to seek help with filing the prop- 
er paperwork. IRS received the bulk of the inquiries. SSA also saw 
an increase in contacts. 

In accord with congressional intent, and the Agency’s primary 
role as the administrator of the Social Security system, SSA di- 
rected these individuals to the IRS for more information. The pri- 
vate sector and non-governmental organizations are also doing 
their part to help, as businesses, senior citizens groups, and others 
have assisted with publicity and tax filing for the stimulus. 

Today, I hope to learn more about how successful these efforts 
have been. I understand that there may be a significant number 
of seniors and veterans who are eligible for a stimulus payment, 
but have yet to file the necessary tax returns in order to receive 
it. There are some concerns about whether there has been a suffi- 
cient outreach to this population, and I expect to gain a better un- 
derstanding of how this might be done. 

I would hope and expect that any proposals for additional out- 
reach would not draw SSA staff away from their principal duties 
administering Social Security, or generate new workloads for the 
Agency. Commissioner Astrue and I spoke last Friday, and I know 
he shares these concerns. 

As we consider the options, I will advise my colleagues that we 
should remain ever mindful that SSA is already struggling to meet 
its current workloads, given a decade of under-funding, and an un- 
precedented backlog of unprocessed disability claims, and an im- 
pending spike of retirement claims from the baby boom generation. 
I expect that timely payment of Social Security benefits for seniors, 
people with disabilities, and survivors also would be of great ben- 
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efit to the economy. I look forward to the testimony, and once 
again, thank the Chairman and the Ranking Members. 

Chairman LEWIS. Thank you, Mr. McNulty for your statement. 
You didn’t have to say it, but thank you. 

Now I am pleased to recognize the Ranking Member of the Sub- 
committee on Social Security, Mr. Johnson, for his opening state- 
ment. 

Mr. JOHNSON. Thank you, Mr. Chairman. Chairmen Lewis and 
McNulty both, I want to thank you for holding this hearing today. 
McNulty has spoken very eloquently about the shortfalls in the So- 
cial Security Administration, and how we keep putting extra loads 
on them all the time without funding. 

But in order to give a needed boost to our National economy, the 
Congress passed, the President signed into law legislation esti- 
mated to provide more than 100 billion to 130 million people — and 
that number is right, by the way. 

It’s important that the Congress know whether this massive un- 
dertaking by the Internal Revenue Service will help — with help 
from the Social Security Administration is being done right. 

Congress gave the agencies almost $300 million to cover the cost 
of processing the rebate checks. We need to know whether this 
money was spent wisely or not. Included in the cost of admin- 
istering the stimulus program was education and outreach to those 
eligible, including those receiving Social Security benefits. 

I look forward to hearing the testimony today by the Social Secu- 
rity Administration, as they discuss their work with the IRS in tar- 
geting and reaching these beneficiaries. All signs suggest that the 
IRS and Social Security have performed very well in carrying out 
this massive and difficult task, while under immense pressure. 
Both agencies and their staffs are to be commended for their pro- 
fessionalism and dedication to getting the job done right. 

Letting Americans keep more of their own money is always a 
good thing. During tight economic times and high gas prices, it’s 
even more important. I thank the witnesses for their upcoming tes- 
timony, and I thank you again, Chairman Lewis and Chairman 
McNulty, for holding this important hearing. 

Chairman LEWIS. Thank you very much, Mr. Johnson, for your 
statement. Now we will hear from witnesses. I ask that you limit 
your testimony to 5 minutes. Without objection, your entire state- 
ment will be included in the record. 

It is now my pleasure to introduce the national taxpayer advo- 
cate, Nina Olson. 

STATEMENT OF NINA E. OLSON, NATIONAL TAXPAYER 
ADVOCATE, INTERNAL REVENUE SERVICE 

Ms. OLSON. Thank you, Mr. Chairman, Ranking Members, and 
distinguished Members of the Subcommittees. Thank you for invit- 
ing me to testify today regarding the status of economic stimulus 
payments. I would like to make five main points from my perspec- 
tive as the national taxpayer advocate, the statutory voice for tax- 
payers and taxpayer rights. 

First, I would like to acknowledge the extraordinary job the IRS 
has done in delivering these stimulus payments. The Economic 
Stimulus Act was signed into law on February 13th, 4 weeks after 
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the filing season began, and while the IRS was still grappling with 
programming changes occasioned by numerous tax law changes en- 
acted in December. 

The delivery of stimulus payments was a massive undertaking, 
in some ways akin to running a second filing season. The IRS has 
managed both to deliver a successful filing season, and to develop 
and implement plans to make stimulus payments to an estimated 
130 million taxpayers in a remarkably short period of time. 

Second, in light of its limited resources, the IRS was not able to 
staff its telephone lines adequately, and had to make certain trade- 
offs. The IRS has received 135 million telephone calls so far this 
year, more than twice the number of calls it received at this point 
in 2007. Not surprisingly, the level of service on the toll free lines 
overall has dropped from 80.6 percent in 2007 to 62.8 percent this 
year, and to 42.9 percent during the recent week ending June 7th. 

The level of service on the telephone line dedicated to answering 
questions about stimulus payments has been even lower; 47.7 per- 
cent this year and 30.4 percent during the week ending June 7th. 
Only 1 out of every 10 callers to the stimulus line has spoken to 
a live human being. The IRS, understandably, transferred some 
employees from its accounts management and automated collection 
system functions to help in answering the onslaught of telephone 
calls. But, as a result, the inventory of individual taxpayer cor- 
respondence relating to account adjustments has more than dou- 
bled. 

These declines in the level of service are not mere statistics. 
They have a real negative impact on taxpayers, increasing their 
compliance burden. For example, a taxpayer who cannot get 
through to the IRS to negotiate an installment agreement may in- 
stead find his paycheck levied unnecessarily. A taxpayer whose 
audit document submissions are not properly processed may end up 
petitioning the tax court at significantly greater taxpayer and gov- 
ernment expense. 

Third, a few glitches in taxpayer frustrations have arisen. One 
glitch was the Social Security numbers of approximately 1,500 tax- 
payers were inadvertently disclosed when the IRS routed stimulus 
payments to the wrong bank accounts. 

Although not caused by IRS error, one source of frustration was 
that more than 20 million taxpayers who purchased refund antici- 
pation loans, or refund anticipation checks, found that they were 
ineligible to receive their stimulus payments quickly via direct de- 
posit, and instead were required to wait up to two-and-a-half 
months longer to receive paper checks. 

Local taxpayer advocates report taxpayer frustration in their not 
being able to obtain expedited stimulus payments, or overrides of 
tax offsets in economic hardship situations. 

Fourth, the IRS and taxpayer advocate service are conducting 
considerable outreach to senior citizens and other taxpayers with- 
out a 2006 tax filing requirement to encourage them to file forms 
1040A to claim their stimulus payments. But there are significant 
barriers that will result in substantially less than full participation 
by this target population. 

In addition to the fundamental complexity of the program, chal- 
lenges include: the fact that some of these individuals may view fil- 
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ing a return as requiring too much effort for $300; that this popu- 
lation may lack Internet access of skills; or it may lack the mobility 
necessary to obtain assistance in applying for the ESP. Members 
of this population may be incapacitated, and under the care of 
guardians, conservators, nursing homes, and hospitals. Individuals 
who have not had contact with the IRS for years may be unwilling 
to open that conversation again. 

Fifth, there are several long-term lessons that can be learned 
from this experience. The complexity of the ESP eligibility and 
computation rules has created taxpayer confusion, and caused un- 
necessary work for the IRS. If Congress decides to enact another 
ESP, it should consider how to simplify the eligibility rules so that 
they lend themselves to easy communication. Such simplification 
may mean that some individuals receive more or less than they 
might under the current ESP, but that tradeoff in clarity will be 
well worth it. 

Another lesson is that when an initiative targets a population 
that does not otherwise have contact with the IRS, it may be better 
to utilize another Federal agency for payment delivery. Why not 
find a way to let SSA and the VA make stimulus payments to 
beneficiaries without a tax filing requirement, instead of requiring 
these individuals to file ESP-only returns, and having the IRS send 
them paper checks. 

Alternatively, the IRS and other Federal agencies could deter- 
mine eligibility based on available information, and the IRS could 
utilize no-fee debit cards for delivery of stimulus payments. Thank 
you, Mr. Chairman. 

[The prepared statement of Ms. Olson follows:] 

Statement of Nina E. Olson, National Taxpayer Advocate, Internal Revenue 

Service 

Chairmen Lewis and McNulty, Ranking Members Ramstad and Johnson, and dis- 
tinguished Members of the Subcommittees: 

Thank you for inviting me to testify today regarding the status of economic stim- 
ulus payments authorized by the Economic Stimulus Act of 2008. 1 

In my testimony, I will make five main points: 

1. While the IRS was a logical agency to administer the bulk of the stimulus pro- 
gram, the timing of the statutory directive in February to begin to develop and 
implement the program essentially required the IRS to run two filing seasons 
simultaneously. In light of its limited resources, I believe the IRS on balance 
has done an outstanding job of administering both the 2008 filing season and 
the Economic Stimulus Act. 2 

2. In light of its limited resources, the IRS was not able to staff its telephone 
lines adequately and had to make certain tradeoffs. IRS-wide, the level of serv- 
ice (LOS) on the toll-free telephone lines has dropped from 80.6 percent in 2007 
to 62.8 percent year to date (YTD) and to 42.9 percent during the week ending 
June 7. 3 The LOS on the telephone line dedicated to answering questions about 


1 The views expressed herein are solely those of the National Taxpayer Advocate. The Na- 
tional Taxpayer Advocate is appointed by the Secretary of the Treasury and reports to the Com- 
missioner of Internal Revenue. However, the National Taxpayer Advocate presents an inde- 
pendent taxpayer perspective that does not necessarily reflect the position of the IRS, the Treas- 
ury Department, or the Office of Management and Budget. Congressional testimony requested 
from the National Taxpayer Advocate is not submitted to the IRS, the Treasury Department, 
or the Office of Management and Budget for prior approval. However, we have provided courtesy 
copies of this statement to both the IRS and the Treasury Department in advance of this hear- 
ing. 

2 Economic Stimulus Act, Pub. L. No. 110—185 (2008). 

3 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Enterprise Snapshot 
(week ending June 7, 2008). 
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stimulus payments has been even lower — 47.7 percent YTD and 30.4 percent 
during the week ending June 7, 4 and only one out of every ten callers to the 
stimulus line has spoken with a customer service representative. 5 The IRS un- 
derstandably transferred some employees from its Accounts Management and 
Automated Collection System functions to help in answering the onslaught of 
telephone calls. As a result, however, the inventory of individual taxpayer cor- 
respondence relating to account adjustments has more than doubled, creating 
potentially significant burdens for affected taxpayers. The need to assign IRS 
personnel to work on the stimulus program has caused core work to be placed 
on the back burner in other areas as well. 

3. A few glitches and taxpayer frustrations have arisen in the course of the IRS’s 
administration of the economic stimulus payment (ESP) program. One glitch 
was that the Social Security numbers of approximately 1,500 taxpayers were 
inadvertently disclosed when the IRS routed stimulus payments to the wrong 
bank accounts. Although not caused by IRS error, one source of frustration was 
that more than 20 million taxpayers who purchased refund anticipation loans 
(RALs) or refund anticipation checks (RACs) found that they were ineligible to 
receive their stimulus payments quickly via direct deposit and instead were re- 
quired to wait up to 2-1/2 months longer to receive paper checks. 

4. The IRS is conducting considerable outreach to senior citizens and other tax- 
payers without a tax filing requirement to encourage them to file Forms 1040A 
to claim their stimulus payments, but there are significant barriers that will 
result in substantially less than full participation by this target population. 

5. There are several long-term lessons the IRS can learn from this undertaking 
that may improve its effectiveness in the future. In particular, the IRS should 
explore the development of a cadre of information technology and operations 
analysts dedicated to initiatives such as this, so that resources are not contin- 
ually diverted from IRS core functions or improvement projects when special 
needs arise, as they often do. 

I will address these issues from my perspective as the National Taxpayer Advo- 
cate, the statutory voice for taxpayers and taxpayer rights. I understand that the 
Treasury Inspector General for Tax Administration and the Government Account- 
ability Office are conducting operational reviews of the ESP administration, and 
they will provide an assessment at a later date. 

I. The IRS on Balance Has Done an Outstanding Job of Administering the Economic 
Stimulus Act. 

Congress passed the Economic Stimulus Act in February in light of deep concerns 
about the health of the U.S. economy. The goal of the legislation was to stimulate 
the economy by placing an estimated $152 billion into the hands of consumers and 
businesses. 6 Technically, the legislation provides individual taxpayers with a credit 
against their 2008 tax liabilities, and taxpayers ordinarily would claim the credit 
when they file their 2008 tax returns during the 2009 filing season. Because Con- 
gress wanted to provide economic stimulus more quickly, however, it directed the 
IRS to make payments as an advance against the credit “as rapidly as possible.” 7 

The IRS, which already was overextended trying to cope with an unusually chal- 
lenging filing season, has managed both to deliver a successful filing season and to 
develop and implement plans to make stimulus payments to an estimated 130 mil- 
lion taxpayers in a remarkably short period of time. Because eligibility for a stim- 
ulus payment was dependent on a taxpayer’s 2007 income tax return filed during 
the 2008 filing season, the IRS could not reasonably process stimulus payments 
until after the regular April 15 filing deadline. On April 28 — less than two weeks 
after the regular filing deadline — the IRS began transmitting stimulus payments, 


4 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail: 
Rebate Hotline (Economic Stimulus Payments) 866-234-2942 (week ending June 7, 2008). 

5 As of June 7, the IRS had received 27.7 million “dialed number attempts” on its toll-free 
telephone lines concerning economic stimulus payments. IRS Response to TAS Information Re- 
quest (June 16, 2008). The number of “dialed number attempts” that resulted in a conversation 
with a live assister was 2.9 million. Internal Revenue Service, Joint Operations Center, Snap- 
shot Reports: Product Line Detail: Rebate Hotline (Economic Stimulus Payments) 866-234-2942 
(week ending June 7, 2008). About 16.8 million additional callers were assisted through automa- 
tion. In general, the IRS Joint Operations Center tracks the IRS’s performance on its toll-free 
lines based on “net [call] attempts” rather than “dialed number attempts.” While “net attempts” 
understates the number of calls placed to the IRS, this testimony elsewhere cites “net attempts” 
because that data point is more accessible and can be used to identify trends. 

6 See, e.g. . The White House, Fact Sheet: Bipartisan Growth Package Will Help Protect Our 
Nation’s Economic Health (Feb. 13, 2008). 

7 IRC § 6428(g)(3). 



11 


and by May, the stimulus payments were widely credited with increasing consumer 
spending. 8 

The delivery of stimulus payments was a massive undertaking — in some ways 
akin to running a second filing season. Among other things: 

• The IRS quickly developed programming code so that it could use the informa- 
tion reported on 2007 tax returns to determine which taxpayers were eligible 
for stimulus payments and how much they were entitled to receive. 9 

• The IRS developed a way to issue stimulus payments to taxpayers with no tax- 
able income who filed their returns electronically. The Economic Stimulus Act 
provided that individuals with at least $3,000 of “qualifying income,” notably 
Social Security benefits, would be eligible for stimulus payments even if they 
had no taxable income. However, the Act required all individuals to file tax re- 
turns to receive stimulus payments. Returns filed by individuals who have no 
tax-filing requirement and are seeking solely to claim their stimulus payments 
are referred to as “ESP-only” returns. 

In planning to process ESP-only returns, the IRS discovered a significant systems 
limitation. Returns filed electronically must include at least $1.00 of adjusted gross 
income (AGI) to be processed, but many Social Security recipients have no AGI. As 
a workaround, the IRS determined that it could process a return if a taxpayer lists 
$1.00 of AGI, but if a taxpayer with no AGI were to list AGI of $1.00, the taxpayer 
technically would be furnishing inaccurate information; taxpayers are required to 
sign a tax return under penalties of perjury and declare that, to the best of their 
knowledge and belief, all information on the return is “true, correct, and complete.” 
To resolve this conundrum, the Department of the Treasury and the IRS quickly 
issued guidance advising that taxpayers could list $1.00 of AGI without violating 
the penalties of peijury statement for the purpose of claiming stimulus payments. 10 

• The IRS posted extensive information on its website, including straightforward 
Frequently Asked Questions (FAQs) and sub-pages tailored for five popu- 
lations — Social Security recipients, Veterans Affairs recipients, Railroad Retire- 
ment recipients, low-wage workers, and military combat personnel. 11 As of June 
11, individuals had made 55.6 million visits to the ESP portion of the IRS 
website and viewed 91.0 million pages (excluding use of the stimulus calculator 
described below). 12 

• The IRS mailed notices to more than 130 million taxpayers who filed 2006 tax 
returns to remind them that they would have to file 2007 returns to claim their 
stimulus payments. 13 

• The IRS mailed information packages to 20.5 million recipients of Social Secu- 
rity or Veterans benefits who did not file 2006 tax returns to provide them with 
information on how to claim their stimulus payments. 14 

• The IRS developed a stimulus calculator for its website so that taxpayers could 
quickly determine whether they qualify for a stimulus payment and, if so, esti- 
mate the amount. As of June 11, individuals had made 23.8 million visits to 
the website and viewed 150.6 million pages. 15 


8 See Kelly Evans, Stimulus Checks Aid Retail Sales , Wall Street Journal, June 13, 2008, at 
A3 (noting that an unexpectedly sharp increase in retail sales during May suggests that “con- 
sumers spent a chunk of their government economic-stimulus checks” and quoting one economist 
as saying that the stimulus payments would act like a “shot of caffeine”); Michael M. Grynbaum, 
Retail Sales Rise Above Forecasts, N.Y. Times, June 13, 2008, at Cl (quoting an economist as 
saying: “The sharp improvement in May was clearly driven by receipt of the first wave of tax 
rebate payments. These payments will continue to be a positive factor for the consumer in the 
next couple of months.”); Martin Crutsinger, Retail Sales Rise Unexpectedly in May, Washington 
Post, June 13, 2008, at D4 (noting that the increase in retail sales “signaled that Americans 
are spending their rebate payments”). 

9 The programming challenges have been continuing. For example, the Economic Stimulus Act 
provides that no credit will be allowed if any person listed on a tax return (i.e., the taxpayer, 
spouse, or any qualifying child) does not have a valid Social Security Number. IRC § 6428(h). 
The IRS had to do programming to implement that restriction. On June 17, however, the Presi- 
dent signed into law H.R. 6081, the Heroes Earnings Assistance and Relief Tax (HEART) Act, 
which allows members of the military to receive stimulus payments even where the member’s 
spouse does not have an SSN. The IRS is having to do additional work to identify these tax- 
payers and ensure that they receive stimulus payments. 

10 Rev. Proc. 2008-21, 2008-12 I.R.B. 657. 

11 See Economic Stimulus Payments Information Center at www.irs.gov. 

12 IRS Economic Stimulus Activity Report (June 17, 2008). 

13 See IRS Notice 1377. 

14 See IRS Package 1040A-3. 

15 IRS Economic Stimulus Activity Report (June 17, 2008). 
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• The IRS worked with the Free File Alliance to ensure that taxpayers who did 
not have a tax filing requirement but wanted to file ESP-only returns through 
e-file could do so without charge. 16 

• The IRS transferred personnel from other functions to help answer the barrage 
of telephone calls it received. As of June 7, the IRS had received 26.7 million 
“net call attempts” related to stimulus payments. 17 Many calls could be ad- 
dressed by automated responses and many calls did not get through, but assist- 
ers spoke with about 2.9 million taxpayers directly to respond to stimulus ques- 
tions. 18 

• The IRS developed outreach initiatives and is continuing to reach out to senior 
citizens and other taxpayers without a filing requirement to encourage them to 
file ESP-only returns. As of June 14, 7.7 million such returns had been re- 
ceived. 19 

• The IRS organized a major “Super Saturday” event on March 29 to assist tax- 
payers in preparing ESP-only returns. IRS employees and IRS partners staffed 
some 700 walk-in sites, and IRS employees staffed the toll-free telephone line. 20 

By the end of last week, the IRS had paid out about $63.9 billion to 76.5 million 
households. 21 The IRS projects that it will have paid out a total of $99 billion by 
the end of 2008 and somewhat more during the 2009 filing season. 22 

Overall, this is an extraordinary success story. While the administration of the 
program has not been free from tradeoffs and occasional hitches, some of which I 
will discuss below, it is a testament to the IRS’s leadership and its talented and 
dedicated employees that it has been able to deliver the filing season and the stim- 
ulus program so effectively with so little time to prepare. 

II. The IRS Has Had to Make Certain Tradeoffs to Administer the Program. 

In passing the Economic Stimulus Act, Congress gave the IRS a supplemental ap- 
propriation of $202.1 million to administer the issuance of stimulus payments. 23 
While the funding is certainly helpful, the IRS’s principal challenge was the lack 
of time to plan. In addition to all the programming and outreach the IRS has had 
to do, the IRS also has received more than 26 million telephone calls and 316,000 
visits to its walk-in sites relating solely to stimulus payments. 24 

Even with supplemental funding, there was not enough time for the IRS to hire, 
train, and deploy additional employees to answer the phones or staff the walk-in 
sites. The IRS therefore faced some difficult decisions. On the one hand, if it did 
not reassign employees from other functions to assist in answering the large spike 
in telephone calls, the LOS on the toll-free telephone lines would have declined by 
even more than it has. On the other hand, if the IRS did reassign employees from 
other functions, the core work those employees ordinarily perform would suffer. In- 
evitably, there was both a decline in the level of taxpayer service the IRS provides, 
particularly on its toll-free telephone lines, and a modest reduction in its enforce- 
ment activities. 

A. The IRS Has Been Unable to Keep Up with the Large Volume of Telephone Calls 
and Correspondence It Has Received. 

The IRS has received 94.4 million enterprise-wide “net call attempts” YTD 
(through June7, 2008) as compared with 51.6 million “net call attempts” for the 


16 Not all members of the Free File Alliance offered this service. To date, approximately 7.7 
million ESP-only returns have been filed, and only 708,169 have been e-filed. Thus, about nine 
out of ten taxpayers filing ESP-only returns filed on paper. IRS Economic Stimulus Activity Re- 
port (June 17, 2008). 

17 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail: 
Rebate Hotline (Economic Stimulus Payments) 866-234-2942 (week ending June 7, 2008). 

18 Id. 

19 IRS Economic Stimulus Activity Report (June 6, 2008). 

20 IRS Wage & Investment Division, IRS puts its best face forward on Super Saturday, Insider 
(available at http://win.web.irs.gov/articles/2008/Super Saturday.htm (last visited June 8, 2008)). 

21 Department of the Treasury News Release, Weeli 7 Wrap-Up: Treasury Sent 9.526 Million 
Stimulus Payments This Week (June 13, 2008). 

22 IRS Response to TAS Information Request (June 12, 2008). 

23 Economic Stimulus Act, Pub. L. No. 110-185, § 101< e)( l)(A)(ii)< 2008). Through June 5, the 
IRS had obligated $138.2 million ($121.7 million in Operations Support and $16.5 million in 
Taxpayer Services), but this total does not include labor charges from the preceding 2-4 weeks. 
IRS Response to TAS Information Request (June 123, 2008). The IRS anticipates it may require 
additional resources due to higher than expected call volumes. Id. 

24 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail: 
Rebate Hotline (Economic Stimulus Payments) 866-234-2942 (week ending June 7, 2008); IRS 
Economic Stimulus Activity Report (June 17, 2008). 
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same period in2007. 25 That reflects an enormous 83 percent increase. In percentage 
terms, the largest increases have occurred since the regular April 15 filing deadline. 
In the week ending June7, for example, the IRS received 6.2 million call attempts 
compared with 1.6 million call attempts during the comparable week in2007 — an in- 
crease of 279 percent. 26 

Despite the reassignment of employees from other functions and despite the IRS’s 
decision to extend the employment of temporary staff hired for the filing season, the 
IRS has been unable to keep up with the volume of calls. The enterprise- wide level 
of service (LOS) in 2008 stands at 62.8 percent YTD (through June 7) as compared 
with 80.6 percent in 2007 for the comparable period. 27 In the week ending June 7, 
the LOS stood at 42.9 percent — down from 76.8 percent in the comparable week last 
year. 28 Focusing solely on the 3.0 million calls to the Economic Stimulus Hotline 
during this recent week, the LOS was 30.4 percent. 29 

During some weeks, the volume of calls has been overwhelming. In mid May, the 
IRS enterprise-wide received particularly high call volumes — 9.5 million calls during 
the week ending May 10 (LOS = 34.3 percent) and 11.2 million calls during the 
week ending Mayl7 (LOS= 34.8 percent). 30 During the week of May 17, 6.6 million 
of the calls the IRS received related to stimulus rebates, and the LOS on that line 
fell to 26.3 percent. 31 

As described in footnote 27, the LOS generally measures the treatment of tax- 
payers that seek to speak with a customer service representative (CSR). However, 
the following chart shows the disposition of all taxpayer calls, including total num- 
ber of calls received, the number and percentage of calls answered by a CSR, the 
number and percentage of calls answered by automation, and the percentage of calls 
not answered: 32 


25 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Enterprise Snapshot 
(week ending June 7, 2008). As noted in a prior footnote, the term “net call attempts” reflects 
official data that the IRS posts on its Joint Operations Center website to track the activity on 
its toll-free lines, but it is a term of art that generally understates the number of calls that 
taxpayers place in an attempt to reach the IRS. The IRS separately tracks “dialed number at- 
tempts,” a measure that reflects the number of times taxpayers have dialed the toll-free number 
and provides a more accurate measurement of what taxpayers experience. The IRS reports that 
it has received 135 million dialed number attempts in 2008 YTD (through June 7). IRS Re- 
sponse to TAS Information Request (June 16, 2008). On May 9, the peak day so far this year, 
the IRS received 4.7 million dialed number attempts. 

26 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Enterprise Snapshot 
(week ending June 7, 2008). 

27 Id. The customer service representative (CSR) LOS measures the relative success rate of 
taxpayers that call for toll-free services seeking assistance from CSRs. Generally speaking, the 
CSR LOS is calculated by dividing the number of calls answered by CSRs by the total call at- 
tempts of callers attempting to reach the CSR queue. (Essentially, CSR LOS measures the per- 
centage of customers who want to reach a CSR and who are successful.) Total call attempts is 
the sum of calls answered, calls abandoned by the caller, and calls that receive a busy signal. 
For more detail, see CAS Data Dictionary — FY 2008, at http://joc.enterprise.irs.gov/new/josh/re- 
ports/wits/2008/FY%202008%20PAC%202C%20Data%20Dictionary.doc. 

28 Id. 

29 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail: 
Rebate Hotline (Economic Stimulus Payments) 866-234-2942 (week ending June 7, 2008). 

30 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Enterprise Snapshot 
(weeks ending May 10, 2008 and May 17, 2008). 

31 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail: 
Rebate Hotline (Economic Stimulus Payments) 866-234-2942 (week ending May 17, 2008). 

32 This chart is compiled from IRS Joint Operations Center data. Data for 2008 is YTD 
through June 7, 2008or for the week ending June 7, 2008. Data for 2007 is YTD through June 
9, 2007or for the week ending June 9, 2007. Some unassisted calls result when taxpayers hang 
up for a variety of reasons. Therefore, it is not the case that the unassisted percentage is en- 
tirely attributable to IRS limitations. 
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Dialed Number 
Attempts 

Assister 

Answered 

Assister 

Answered 

Percentage 

Automation 

Assisted 

Automation 

Assisted 

Percentage 

Unassisted 

Percentage 








Enterprise 2008 YTD 

134,656,185 

28,829,133 

21.4% 

29,598,595 

22.0% 

56.6% 

Enterprise 2007 YTD 

62,479,800 

24,677,171 

39.5% 

13,379,589 

21.4% 

39.1% 

ESP Hotline YTD 

27,731,306 

2,866,113 

10.3% 

16,798,968 

60.6% 

29.1% 








Enterprise 2008 Weekly 

8,657,146 

1,193,032 

13.8 % 

2,099,177 

24.2% 

62.0% 

Enterprise 2007 Weekly 

2,442,566 

898,378 

36.8% 

187,597 

7.7% 

55.5% 

ESP Hotline Weekly 

3,304,474 

205,572 

6.2% 

1,770,631 

53.6% 

40.2% 


As this chart indicates, the percentage of calls that the IRS successfully addressed 
has fallen from 60.9 percent in 2007 to 43.4 percent in 2008 and the percentage of 
taxpayers assisted by a CSR has declined from 39.5 percent to 21.4 percent. These 
reductions are significant. 

To assist with these call volumes, the IRS is relying on some employees from its 
Account Management and Automated Collection System (ACS) functions. 

In Accounts Management, customer service representatives (CSRs) who work on 
account adjustments (including taxpayer correspondence, amended returns, re- 
sponses to math error notices, and injured spouse claims) often shift between paper 
correspondence and assisting with the phones as needed. As the IRS has been forced 
to shift employees to help in answering the phones, the productivity of Accounts 
Management in processing taxpayer correspondence relating to adjustments has de- 
clined. As of June 7, 2008, the inventory of adjustments correspondence involving 
individual taxpayers stood at 647,674, as compared with 320,239 on the cor- 
responding date in 2007 — an increase of 102 percent. 33 Of greater concern, the num- 
ber of “uncontrolled” items of such correspondence stood at 22,156, as compared 
with 10,483 last year — an increase of 111 percent. 34 

ACS is the IRS’s automated collection system, and taxpayers who receive collec- 
tion notices often seek to call the IRS to resolve problems before enforced collection 
action is taken. For that reason, it is critical that these taxpayers have an oppor- 
tunity to get through to an IRS collection employee. 

The need to staff the stimulus lines has led to a decline in the LOS on the ACS 
telephone lines. 35 The declines have been relatively modest YTD but have become 
more pronounced recently as stimulus calls have remained at high levels. The LOS 
on the ACS lines maintained by the Wage & Investment Division stands at 75.3 per- 
cent YTD and 60.9 percent for the week ending June 7 (as compared with 78.7 per- 
cent and 88.5 percent for the same periods in 2007). 36 The LOS on the ACS lines 
maintained by the Small Business/Seif-Employed Division stands at 75.6 percent 
YTD and 71.6 percent for the week ending June 7 (as compared with 81.8 percent 
and 86.1 percent for the same periods in 2007). 37 

The IRS projects that it will receive an additional 6.6 million stimulus-related 
calls from June through September. 38 Because the IRS received 3.0 million calls 
during the first week of June alone, that projection may need to be reevaluated. 


33 Internal Revenue Service, Joint Operations Center, Customer Account Services Accounts 
Management Paper Inventory Reports: Weekly Enterprise Adjustments Inventory (weeks ending 
June 7, 2008 and June 9, 2007). 

3i Id. 

35 There are 2,872 full-time equivalent employees (FTE) in the ACS function (1,545 in the 
Wage & Investment Division and 1,327 in the Small Business/Self-Employed Division). Through 
May, the IRS had shifted 116 FTE to answer ESP telephone calls and projects that it will shift 
another 80.1 FTE in June and July. IRS Response to TAS Information Request (June 13, 2008). 

36 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail: 
W&I ACS 800-829-7650 (week ending June 7, 2008). 

37 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail: 
SB/SE ACS 800-829-3903 (week ending June 7, 2008). 

38 IRS Response to TAS Information Request (June 13, 2008). 
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B. The Reduction in Level of Service on the Phones and Delays in Processing Cor- 

respondence Can Harm Taxpayers and Potentially Erode Compliance 

While I understand that the overriding goal of the stimulus legislation was to put 
money into the hands of U.S. households as quickly as possible and the IRS was 
a logical agency to administer the program, I am concerned by the sharp reduction 
in the IRS’s ability to answer calls from taxpayers and timely process taxpayer cor- 
respondence. 

The declines in the level of service on both the Accounts Management and the 
ACS telephone lines and the increasing inventories of unaddressed correspondence 
and other submissions are not mere statistics. These declines have real, negative 
impact on taxpayers, increasing their compliance burden. For example, a taxpayer 
who cannot get through to the IRS to negotiate an installment agreement may in- 
stead find his paycheck levied — unnecessarily. A taxpayer who is under audit and 
submits documentation may receive a statutory notice of deficiency because the IRS 
did not process the correspondence or amended returns timely. Thus, the taxpayer 
will incur additional expense and burden by having to file a petition with the United 
States Tax Court or request an audit reconsideration. 

From a broader policy perspective, maintaining a high level of taxpayer service 
is crucial to tax administration. First, it is a basic obligation of the government. If 
we are requiring taxpayers to pay a large percentage of their incomes to the govern- 
ment, the least we can do is make it as easy as possible for taxpayers to comply. 
When taxpayers cannot get through to the IRS, they get frustrated, and the experi- 
ence leaves them with a negative impression of their government. Moreover, when 
a taxpayer is facing enforcement action and either believes the action is unwar- 
ranted or wishes to talk with an IRS employee to try to work out a payment ar- 
rangement, it is absolutely critical that the taxpayer be able to reach an employee. 

Second, the inability of the IRS to respond adequately to taxpayers creates disillu- 
sionment and may, in the long term, reduce compliance by angry and frustrated tax- 
payers. 

In this instance, the congressional objective of providing immediate economic 
stimulus likely outweighed the consequences I have described. But it is important 
to keep in mind that there have, in fact, been trade-offs, and some things will fall 
through the cracks if the IRS is simultaneously asked to run a filing season and 
administer a stimulus program of this magnitude on short notice. 

C. The IRS Projects That Its Administration of the ESP Program Will Reduce Col- 

lections Slightly. 

Because the IRS has reassigned employees from ACS to assist in administering 
the stimulus payments, the IRS estimates that the loss in collection revenue will 
be approximately $565 million. 39 In FY 2007, for comparison, IRS net collections to- 
taled $2.4 trillion, 40 and IRS enforcement revenue totaled $59.2 billion. 41 

III. There Have Been Glitches and Taxpayer Frustrations, but They Have Been 

Minor and Relatively Few. 

During the administration of the stimulus program, the IRS has encountered a 
few problems and taxpayers have experienced a few additional sources of frustration 
that are not attributable to IRS errors. 

As discussed above, the largest source of taxpayer frustration has been the dif- 
ficulty of reaching an IRS telephone assistor on the toll-free lines. I will discuss 
other issues below. 

As an initial matter, I note that the IRS reports it has not detected significant 
problems involving identity theft (e.g., the misuse of another person’s Social Security 
number) with the stimulus program. Particularly because millions of individuals fil- 
ing ESP-only returns have not filed tax returns for a number of years, there was 
concern that upon filing, some taxpayers would discover that someone else had been 
filing returns using their SSN, causing the IRS to freeze the stimulus payment. In 
response to these concerns, the IRS reports that it established a specialized unit to 
analyze ESP-only returns for the purpose of identifying potential identify theft-re- 
lated problems. The IRS reports that it has identified only 25 instances of potential 
identity theft to date. 42 While this report is encouraging, I remain concerned that 


39 Id. According to IRS data, ACS collections are 35.0 percent lower in May 2008 as compared 
with May 2007. IRS Collection Activity Reports 5000-1 and 5000—2. 

40 IRS Data Book: 2007, Table 1. 

41 IRS Fiscal Year 2007 Enforcement and Services Results (accompanying chart) (available on 
the IRS website). 

42 IRS Response to TAS Information Request (June 13, 2008). 
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the IRS does not have a comprehensive means to identify and track all cases of 
identity theft. The Federal Trade Commission (FTC) has reportedly received ap- 
proximately 150 complaints about identity theft problems relating to stimulus pay- 
ments, and a quick survey of TAS’s Local Taxpayer Advocates about stimulus-re- 
lated problems turned up 13 cases. Neither the FTC nor TAS complaints have been 
validated, but they do suggest that the universe of ESP identity theft-related cases 
is likely to be somewhat larger than the current IRS data suggest. I will continue 
to monitor identity theft problems arising in the context of the stimulus program. 

A. In About 350,000 Cases, Taxpayers Have Not Received Additional Stimulus Pay- 

ments of $300 Per Child to Which They Are Entitled. 

Under the Economic Stimulus Act, a taxpayer is entitled to receive an additional 
payment of $300 for each dependent who is a “qualifying child.” 43 Thus, for exam- 
ple, a couple that has four children and files a joint return may be entitled to a 
total stimulus payment of $2,400 (i.e., $1,200 plus $300 for each of four qualifying 
children). 

On Forms 1040 and 1040A, IRS programming code looks to whether the Child 
Tax Credit checkbox on line 6c, column (4) is checked to determine whether to allow 
the additional $300 credit. On approximately 350,000 returns, this box was not 
checked even though the taxpayer was entitled to an additional payment with re- 
spect to one or more children. 

The IRS reports that there were two sources of this problem. First, some tax- 
payers who prepared their returns on paper did not check the box. Second, two tax 
software products used primarily by tax professionals were not properly pro- 
grammed to check the box. 

The IRS reports that it will be able to identify returns where a taxpayer had a 
qualifying child but did not check the box and that it will send paper checks to the 
affected taxpayers beginning immediately after the regularly scheduled payment of 
stimulus checks ends in July. 44 

B. Approximately 1,500 Stimulus Payments Were Transmitted into Wrong Bank Ac- 

counts and Personally Identifiable Information Was Compromised. 

On May 15, Newsday reported that some stimulus payments were deposited elec- 
tronically into the wrong taxpayers’ bank accounts. The article said that one tax- 
payer reported receiving a deposit of $1,800 bearing another taxpayer’s SSN. 45 

The IRS has acknowledged that a programming error caused 1,500 stimulus di- 
rect deposits to be transmitted to incorrect bank accounts and that Social Security 
numbers were transmitted along with the payments. 

The IRS reports that it quickly corrected the problem and that no additional erro- 
neous deposits have been made. 

According to the IRS, almost all taxpayers who should have received their pay- 
ments electronically have since been sent checks. The remaining taxpayers will re- 
ceive their checks within the next few weeks. The banks have returned approxi- 
mately 250 of the erroneous deposits to date, and the IRS is seeking to recover the 
remaining erroneously transmitted funds. 

The IRS reports that it is also determining whether to provide the taxpayers 
whose SSNs were exposed with a credit monitoring service. 46 

C. Up to 22,000 Taxpayers May Have Received a Notice Containing Information 

About a Different Taxpayer’s Stimulus Payment. 

The IRS is sending a notice, CP 1378, to all confirmed recipients of stimulus pay- 
ments to explain how the amount of their stimulus payment has been calculated. 
The IRS reports that in up to about 22,000 cases, the first page of the notice con- 
tained information for one taxpayer while the second page carried information for 
a different taxpayer. These notices contained truncated SSNs on the first page, and 
no personally identifiable information on the second page. 47 

The IRS reports that it has received slightly more than 200 inquiries thus far, 
a relatively low number which could indicate that not all 22,000 notices were mailed 
in error. It reports that it cannot determine the exact number. 


43 IRC § 6428(b)(lHB) (adopting the definition of a “qualifying child” in IRC § 24(c)). 

44 Statement issued by IRS Office of Media Relations (unpublished). 

45 Carol Polsky, IRS: Some Stimulus Checks Misrouted, Newsday, May 15, 2008 at A18. 

46 IRS Response to TAS Information Request (June 13, 2008). 

47 Id . ; see also Diane Freda, Tax Refunds: IRS Investigates Economic Stimulus Payments After 
Statements Mailed to Wrong People, BNA Daily Tax Report (May 16, 2008). 
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The IRS reports that the problem was attributable to an error by a print vendor 
and was limited to one printer at one site. 48 The vendor will issue corrected notices 
with the following explanation of the error: 

Due to an error by the print vendor, your original notice may have included infor- 
mation regarding another taxpayer’s stimulus payment. To ensure you receive the 
originally intended information for you, we are resending this notice. We apologize 
for any inconvenience this may have caused. 

The IRS’s Privacy, Information Protection, and Data Security Advisory Committee 
was notified of a data breach with respect to the taxpayers affected by the CP 1378 
print problem. The committee agreed unanimously that the level of risk of identity 
theft posed by the erroneous mailing did not rise to the level requiring data loss 
notification and the invocation of credit monitoring and other services. The com- 
mittee reached a consensus that the corrected notice with the apology statement 
quoted above is sufficient notice to these taxpayers about the incident. 49 

D. More Than 20 Million Taxpayers Who Purchased RALs or RACs Must Wait Up 

to 2-1/2 Months Longer Than Other Taxpayers to Receive Their Stimulus Pay- 
ments. 

As of June 10, the IRS reports that 9.9 million taxpayers have purchased refund 
anticipation loans and 10.5 million taxpayers have purchased refund anticipation 
checks in2008. 5 ° When a taxpayer purchases either of these products, a temporary 
bank account is created in the taxpayer’s name and the taxpayer’s refund is paid 
into that account, but the taxpayer does not control the account. 

In general, the IRS is issuing stimulus payments electronically if bank account 
routing information appears on the taxpayers 2007 tax return Because RAL and 
RAC accounts are temporary and not controlled by the taxpayer, however, stimulus 
payments deposited into those accounts would not reach the taxpayer. Fortunately, 
the IRS receives an electronic indicator when a RAL or RAC is associated with a 
return, and the IRS was able to program its systems to send paper checks to all 
taxpayers whose 2007 returns were accompanied by one of the indicators. 51 

These taxpayers are receiving their stimulus payments according to the schedule 
established for the issuance of paper checks — with some coming as late as mid 
July — instead of receiving their stimulus payments electronically in May. Thus, 
more than 20 million taxpayers who purchased RALs and RACs must wait up to 
2Vz months longer to receive their stimulus payments than taxpayers who did not 
purchase those products. 

Some taxpayers who purchased RALs or RACs have complained that their pre- 
parer or software vendor did not inform them that their stimulus payments would 
be delayed. While these delays are not attributable to IRS error, I understand the 
frustration these taxpayers are experiencing, and I believe this is one reason among 
many why RALs and RACs are not a good choice for most taxpayers. 52 

E. The IRS Has Deployed a “Where’s My Stimulus Payment?” Application on Its 

Website But Its Usefulness Is Limited and May Be Contributing to More Tele- 
phone Calls. 

For several years, the IRS website has provided an automated self-service applica- 
tion known as “Where’s My Refund?” that allows taxpayers to check on the status 
of their refunds within days of submitting their returns. In an effort to assist tax- 


48 IRS Response to TAS Information Request (June 13, 2008). The IRS provided the following 
additional explanation: 

The error was made during a 15-minute run in which the printer feeder was, at times, pulling 
two pages through. The quality control employee responsible for checking runs at certain inter- 
vals did not pull the six samples he should have at the beginning of the new run. The mistake 
was discovered when the machine went down for another reason and a sample was pulled at 
that point. The CEO took immediate and decisive action, and he also made changes to the qual- 
ity review process. They are now using two quality reviewers instead of one, and quality review 
is taking place at 15-minute intervals instead of 30-minute intervals. 

49 /d. 

50 IRS Response to TAS Information Request (June 12, 2008). 

51 In February, one tax-preparation company notified the IRS that it had failed to include RAL 
indicators on approximately 450,000 electronically filed returns. The company and the bank pro- 
viding the RALs were able to provide the routing transit numbers (RTNs) used for the RALs. 
The company provided this information early enough so that the IRS was able to include in its 
programming a requirement to convert returns bearing those RTNs to paper checks. The IRS 
reports that the taxpayers whose returns were involved generally did not experience delay in 
receiving their stimulus payments. IRS Response to TAS Information Request (June 13, 2008). 

52 These problems also demonstrate why the IRS should develop plans to deliver tax refunds 
via Treasury-issued debit cards, as Treasury is doing currently for Social Security payments. 
See Lori Montgomery, Treasury Dept. Rolling Out Social Security Debit Card, Washington Post, 
June 10, 2008, at D3. 
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payers and reduce the volume of telephone inquiries regarding stimulus payments, 
the IRS developed an application known as “Where’s My Stimulus Payment?” How- 
ever, the IRS has told us that the data source that populates the application is up- 
dated at the time the stimulus payment is processed. As a consequence, the IRS ac- 
knowledges that “Where’s My Stimulus Payment?” may not reflect electronic pay- 
ments until after the funds have been deposited into the taxpayer’s bank account. 53 

Because of the ease with which taxpayers may access “Where’s My Stimulus Pay- 
ment?” and the uncertainty many taxpayers inevitably feel when they find no infor- 
mation, it is possible that this application may inadvertently be causing confusion 
and thereby increasing call volumes. The IRS is encouraging taxpayers to use its 
website to obtain information on stimulus payments, but when they try, they often 
cannot get the information they are looking for, and this uncertainty likely drives 
them to use the toll-free telephone lines. The IRS should review this application and 
identify improvements that can eliminate or minimize this downstream impact for 
future initiatives. 

F. Local Taxpayer Advocates Report That Taxpayers Are Encountering Some Dif- 
ficulties in Obtaining Their Economic Stimulus Payments. 

A recent informal survey of Local Taxpayer Advocates has identified a number of 
issues that have resulted in incorrect, delayed, or unexpectedly reduced economic 
stimulus payments and may lead to increased IRS and Taxpayer Advocate Service 
(TAS) telephone volumes. The most common request for TAS assistance regarding 
ESPs is the taxpayer’s need for an expedited refund. Generally, taxpayers who are 
experiencing a hardship can request a “manual refund” or “offset bypass refund” 
(OBR). 54 A manual refund speeds up the process by which a taxpayer receives his 
or her refund. An OBR permits a taxpayer’s refund to bypass any outstanding tax 
liability. 55 

As both a policy and practical matter, the IRS decided not to allow manual re- 
funds or offset bypasses for ESPs except in certain limited circumstances. 56 Thus, 
when taxpayers experiencing hardships call the IRS or TAS for an expedited stim- 
ulus payment or because they have not received their payment when or as expected, 
their hopes are dashed when they learn that their stimulus payment cannot be ex- 
pedited or will offset a back tax debt. For some taxpayers who received manual 
(hardship) direct deposit refunds for their 2007 returns, the IRS systems may delay 
their ESP longer than projected because of holds on their accounts following the 
manual refund. The IRS’s failure to adequately publicize or explain the offset rule 
leads to taxpayer confusion and frustration as well as increased taxpayer calls. It 
is not clear whether, with additional lead time, the IRS could have identified a way 
to allow for ESP manual refunds or OBRs in hardship situations. 

Local Taxpayer Advocates also reported that the processing of Injured Spouse 
claims has delayed ESPs. 57 They note that the disbursement of payments is incon- 
sistent when one spouse on a Married Filing Joint return claims Injured Spouse sta- 
tus. In some instances, although IRS systems showed the “Injured Spouse” indicator 
for that return which should have resulted in a 50-50 split of the ESP (with one- 
half offset to the debtor spouse’s IRS debt and one-half issued to the non-debtor 
spouse), the full amount of the ESP was offset and applied to the debtor spouse’s 
IRS debt. In other instances, the full amount of the ESP was issued in two checks 
even though there was an existing IRS debt for the primary spouse. 

TAS identified other instances in which taxpayers have encountered problems ob- 
taining their stimulus payments because the law or systems prevent it: 

• Taxpayers whose 2007 accounts are “frozen” will not receive their stimulus pay- 
ments according to the published schedule. 


53 IRS Response to TAS Information Request (June 13, 2008). 

54 IRM 21.4.6.5.12.1 (March 19, 2008). 

55 If a taxpayer claims a refund on his regular income tax return but the taxpayer also owes 
federal taxes for another tax period or tax type, the refund may be offset against the out- 
standing tax liability. IRC § 6402(a). However, when the taxpayer can demonstrate that failure 
to receive the refund will cause a hardship, the IRS can implement an "offset bypass” and issue 
a "manual refund” (i.e., override the automated offset process). IRM 21.4.6.5.12.1 (March 19, 
2008). 

56 The IRS will issue a manual refund or OBR on a stimulus payment when the IRS has 
placed a freeze on the taxpayer’s return, such as when the return is identified by the Question- 
able Refund Program, in identity theft situations, or when duplicate returns have been filed. 
IRM 21.6.3.6.6.3 (May 14, 2008). 

57 Injured Spouse is a process by which a non-debtor spouse informs the IRS, via Form 8379, 
Injured Spouse Allocation, that the portion of a tax refund attributable to the non-debtor spouse 
should not be offset against the debtor spouse’s tax liability. See IRM 21.4.6.5.9 (Oct. 1, 2007). 
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• A taxpayer’s stimulus payment will be delayed when the name and SSN of one 
spouse do not match Social Security records. This situation commonly occurs 
when a spouse has changed his or her name as a result of a change in marital 
status but has not notified the Social Security Administration of that change. 
In normal tax return processing, the IRS can correct its records by looking at 
its own data and process the return. Under the ESP initiative, however, these 
taxpayers have no recourse other than claiming a credit on a 2008 return with 
a valid name and SSN match. 

• Taxpayers who receive supplemental security income (SSI) and have no ad- 
justed gross income are not eligible to receive stimulus payments, yet due to 
confusion, some have filed ESP-only returns and are now wondering why they 
have not received their payments. 

Many Local Taxpayer Advocates noted that the influx of calls to TAS offices was 
in part the result of IRS and other publicity focusing on the maximum amount of 
the stimulus payment and the schedule of payments, without highlighting the ex- 
ceptions to the schedule or the different levels of payments. One exception in par- 
ticular caused confusion — taxpayers who filed on April 15 would not have payments 
issued according to the published schedule. The IRS did not make sufficiently clear 
that returns had to be processed by April 15 for taxpayers to receive payments ac- 
cording to the schedule. 

IV. ESP Outreach Poses Many Challenges to the IRS and Its Stakeholders. 

The Economic Stimulus Act payments are based on a simple premise — get money 
out to taxpayers and certain other individuals quickly to stimulate the economy. The 
details of the eligibility for payment, application for payment, and method of pay- 
ment delivery, however, are anything but simple. These complexities make it ex- 
tremely difficult for the IRS and its stakeholders to craft a clear, comprehensible, 
and succinct communications campaign. Indeed, when I taped a video message early 
in the filing season presenting information that I believed taxpayers needed to know 
about ESPs, the video (a “TAScast”) ran more than seven minutes long. 58 

An effective outreach and education strategy is especially critical for the esti- 
mated 20.5 million individuals who have no tax return filing requirement yet re- 
ceive Social Security or Veterans Affairs benefits. These individuals must take an 
affirmative step to receive their stimulus payments — i.e., they must file a tax re- 
turn. Communicating with this population presents a significant challenge, given 
the complications of age and disability. While the IRS, TAS, and our stakeholders 
have taken some effective steps and certainly can do more in this regard, the ESP 
requirements are so complex that no amount of communication by the IRS will 
reach all 20.5 million individuals, and even when the message is delivered, it may 
not be accurately understood. For the reasons outlined in the following discussion, 
it may be that the IRS is not the appropriate agency to deliver payments to special 
populations who otherwise would have no contact with the IRS. 

A. The IRS’s General Communications Strategy Is a Good Starting Point for More 
Specific Outreach Initiatives. 

The IRS began developing an outreach and communications plan as soon as it 
learned of a potential economic stimulus package. 59 This plan set out IRS outreach 
in four phases: 

1. 2008 Filing Season Efforts (through April 15): “Getting the Word Out Far and 
Wide”; 

2. Post-April 15 Efforts (April 15 — June): “It’s Not Too Late to File for ESP”; 

3. Community Focused Campaigns (June — August): “Enriching the Economy”; 
and 

4. Pre-October 15 Efforts (September — October 15): “Don’t Let ESP Pass You 
By.” 60 

In implementing this strategy, the IRS developed press releases, an extensive 
website, FAQs, and sub-pages for targeted populations. It worked through its exter- 
nal partners, such as the National Governors Association, the National Council on 
Aging, the American Association of Retired Persons, and Catholic Charities. The 
IRS developed multi-staged mailings to taxpayers who filed their 2006 returns and 
to taxpayers who received Social Security or Veterans Affairs benefits but did not 
have a 2006 filing requirement. The mailings to Social Security and Veterans Af- 


58 See http://www. tax-toolkit. comWideo TaxHelp.cfm. 

59 IRS Wage & Investment Division (Customer Assistance, Relationships and Education), FY 
2008 Economic Stimulus Payments (ESP) Outreach Campaign (April 24, 2008). 

50 Id. 
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fairs beneficiaries described the steps individuals should take to receive stimulus 
payments and included a Form 1040A and instructions. 

On March 29, 2008, IRS Taxpayer Assistance Centers (TACs) around the country 
hosted a “Super Saturday” where IRS employees, including TAS employees, helped 
taxpayers otherwise without a tax-filing requirement to complete their “ESP-only” 
returns on Formsl040A. The IRS and its partners ran approximately 700 Super 
Saturday sites nationwide. In addition, IRS Accounts Management and ACS em- 
ployees staffed toll-free phone lines to answer taxpayers’ ESP-related questions. 61 

During the filing season, TACs were open for extended hours on several Satur- 
days. For the post-April 15 phase, the IRS plans to keep the TACs fully operational, 
Monday through Friday from 8:30 AM to 4:30 PM, and to continue to assist cus- 
tomers with ESP applications as well as offer free return preparation assistance to 
individuals and families whose income is $40,000 or less. The IRS states that no 
advance appointment is required for preparation of ESP-only returns. 62 Moreover, 
TAS was informed that 67 “partners” (mostly or all VITA sites) in 21 states have 
scheduled ESP tax preparation activities beyond June 16. While these partner ac- 
tivities are helpful, these sites do not have a national scope. For example, there are 
just two sites in the State of New York (Jamaica and Kingston), with none in Man- 
hattan. 63 

In addition to these national scope activities, IRS Stakeholder Partnerships, Edu- 
cation and Communication (SPEC) and Government Liaison employees have orga- 
nized many local outreach sessions with stakeholders and congressional offices. TAS 
employees also participated in these activities. 

B. The Taxpayer Advocate Service Has Partnered with Local IRS Personnel and Ini- 
tiated Grassroots Outreach. 

The Taxpayer Advocate Service’s public information, education, and outreach ef- 
forts have also helped to improve public awareness. When President Bush signed 
the Economic Stimulus Act of 2008 into law in February, our Local Taxpayer Advo- 
cates (LTAs) were in Washington, DC, delivering the National Taxpayer Advocate’s 
2007 Annual Report to Congress to their congressional offices. We immediately pro- 
vided the LTAs with ESP talking points that enabled them to address questions 
from congressional staffs. The LTAs continued their outreach in the weeks that fol- 
lowed, supporting congressional offices and the IRS’s Governmental Liaison staff at 
ESP events and working with other IRS functions and local organizations to inform 
taxpayers about stimulus payments. Because all LTAs are required to conduct 40 
grassroots outreach events every year, the foundation for this initiative was already 
in place. 64 

TAS moved quickly to bring the Low Income Taxpayer Clinics (LITCs) into the 
ESP outreach process. On March 6, TAS hosted a nationwide conference call on ESP 
issues for LITCs, and IRS representatives from the Office of Chief Counsel, Commu- 
nications and Liaison, and the Wage and Investment Division’s Customer Assist- 
ance, Relationships, and Education (CARE) organization participated. This gave ap- 
proximately 100 LITC participants an opportunity to bring specific questions the 
clinics had encountered in working with taxpayers to the attention of the IRS. 

TAS also collected and provided the IRS with comments from both the LITCs and 
Taxpayer Advocacy Panel members on an early draft of the Form 1040A-3 informa- 
tion package for the ESP-only population. TAS created an Economic Stimulus page 
on its public website 65 and provided an e-mail address to the LITCs to pose ques- 
tions. As part of this coordinated approach, with the goal of using all the tools at 
hand, I recorded a “TAScast” video message for the ESP-only population. TAS 
placed this video on its three external “toolkit” websites and marketed it through 
YouTube. 66 Additionally, we placed an IRS video (in English and Spanish) for Social 
Security and Veterans Affairs benefits’ recipients and an American Sign Language 
video on our Tax Literacy Toolkit. 


61 IRS Wage & Investment Division, IRS puts its best face forward on Super Saturday, Insider 
(available at http://win.web.irs.gov/articles/2008/Super_Saturday.htm (last visited June 8, 2008)). 

62 IRS Response to TAS Information Request (June 13, 2008). 

63 Email from SPEC Senior Communications Analyst to TAS Senior Program Analyst (June 
11, 2008) (email on file with the Taxpayer Advocate Service). 

64 Taxpayer Advocate Service, FY 2008 Operational Priorities, TAS-13. 1-1007-002, Attach- 
ment 1 (Nov. 2, 2007), at 20. 

65 Taxpayer Advocate Service, Economic Stimulus Payments, at http://www.irs.gov/advocate/ar- 
ticle/0,,id= 17975 1, 00. html. 

66 The websites include the Tax Literacy Toolkit at http://www.tax-toolkit.com/Welcome.cfm, 
the Electronic Press Kit at http://www.irs-tas.com, and the Advocate Toolkit, which is primarily 
a resource for LTAs, at http://advocatetoolkit.com. 
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Local Taxpayer Advocates have participated in many of the IRS initiatives and 
conducted their own outreach through their grassroots contacts. In Philadelphia, 
TAS participated in several “Senior Expos” sponsored by local and state representa- 
tives, providing general and specific information about the ESP program. Detroit 
TAS participated in a webcast with a local television station. In Mississippi, TAS 
provided information to employees of the Jackson Senior Service Division regarding 
the stimulus payments. These employees in turn provided information to the senior- 
citizen homes and other senior-citizen groups throughout the city. 

Low Income Taxpayer Clinics also are doing their share of ESP outreach and edu- 
cation. Clinics have conducted outreach presentations at elderly and disabled low 
income housing facilities in New Hampshire, given interviews on local Spanish lan- 
guage television stations in Central California, made presentations to local senior 
centers and English as a second language (ESL) classes in Arkansas, conducted out- 
reach to a foster grandparents association and an independent living service organi- 
zation in Richmond, Virginia, and participated in many other activities throughout 
the United States in partnership with VITA sites and other nonprofit organizations. 

C. Barriers to Obtaining Participation of Social Security and Veterans Affairs Bene- 
ficiaries Present a Challenge to the IRS. 

As noted above, the IRS developed a special 1040A package that it sent to about 
20.5million Social Security and Veterans Affairs beneficiaries who did not file tax 
returns for 2006. To date, approximately 7.7 million of these individuals have filed 
2007 returns. 67 The IRS is planning to send another notice to those taxpayers who 
have not yet filed. This second notice will be identical to the first, except that it 
will incorporate some visual improvements, including a larger font size for the no- 
tice itself and an easier-to-read font color. The accompanying Form 1040A return 
will not be in a larger font. 

Notwithstanding the efforts of the IRS, TAS, and outside groups to reach this pop- 
ulation, there are major challenges to achieving a significant participation rate. In 
addition to the fundamental complexity of the program, challenges include the fol- 
lowing: 

• Some senior citizens may view filing a return as requiring too much effort for 
$300. 

• This population may lack Internet access or may be uncomfortable obtaining tax 
information from the Internet. 

• This population may lack the mobility necessary to obtain assistance in apply- 
ing for the ESP. 

• Members of this population may be incapacitated and under the care of guard- 
ians, conservators, or nursing homes and hospitals. 

• The return preparation cost may be too great and they may not know how to 
obtain free return preparation. 

• Individuals who have not had contact with the IRS for years may be unwilling 
to start filing with the IRS, for fear of losing government benefits or because 
of a more generalized fear about contact with a federal enforcement agency. 

• Confusing messages, conflicting information, not enough information, or too 
much information can all discourage participation. 

The following is an email I received from the Director of a Low Income Taxpayer 
Clinic in the Midwest, which illustrates some of the confusion relating to the ESP 
program: 

Communications about the ESP was TERRIBLE. Taxpayers received too much in- 
formation — much of it incorrect — from too many places. Taxpayers were just con- 
fused and overburdened with information — from local and national news programs 
to local and national TV commercials there was information (misinformation) on 
ESP. There is going to be a lot of duplicate filings of the 1040A (ESP) and it is not 
“fraud” it is just “misunderstanding” by the individuals filing these returns. We 
have already been asked to participate in many regional news programs to answer 
taxpayers questions about why people have not received their ESP based upon the 
timeline on IRS.gov and why EVERYONE is NOT receiving $600 for themselves and 
$300 for all of their dependents. 

We heard from many Social Security/Disability recipients who filed a tax return 
for 2007 in February, prior to the Social Security Administration mailing, thinking 
they also had to send in the 1040A to receive their ESP. Even though the mailing 
sent to them by the Social Security Administration said at the top that they did not 
have to file if they had already filed a 2007 tax return they either could not or did 


67 IRS Economic Activity Stimulus Report (June 17, 2008). 
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not read this message or they were just afraid they would not get the ESP unless 
they filed the form they received in the mail. 

The individuals who are having to file for the ESP only are not the most “sophis- 
ticated” of taxpayers. Many have not filed a tax return in many years due to their 
age. They just do not understand the process. We had (and are still having) numer- 
ous calls from VITA/TCE clients in our area thinking the VITA/TCE preparer made 
a mistake because the VITA/TCE site filed their ESP online or on a “white form” 
while the color of the paper of the form they received in the mail was pink. Many 
of these VITA/TCE clients wanted to know if it was alright that they had copied 
the information from the “white” copy given to them by the VITA/TCE volunteer to 
the pink paper return. When asked if the “white” form had already been filed they 
answered either yes or I don’t know for sure. Even when we told them the “white” 
form that had been filed would work, many told us they were going to go ahead 
and mail the pink form because they wanted to be sure they received their money. 

People still do not understand the $ amount they are receiving and or why. There 
was too much media raising individuals expectation that everyone would receive 
$600 and $300 for their dependents. I have had a local “diamond” outlet’s commer- 
cial repeated to me many times as “proof’ they were suppose to receive $600 for 
themselves and $300 for their dependents. The common comment is “It is you and 
the IRS who do not understand the amount I should have received, don’t you listen 
to TV, etc.” 68 

Given the message saturation and confusion described in the email above, coupled 
with the characteristics of the target population, is it any wonder that the IRS’s 
phone lines have been swamped and that millions of eligible individuals have not 
yet filed? 

V. Some Modest Suggestions for Future Initiatives 

One lesson to be learned from this year’s ESP initiative is that message satura- 
tion creates taxpayer confusion and causes unnecessary work for the IRS. Although 
a saturation campaign certainly gets the word out about a program, the owners of 
the campaign quickly lose control of the message. Thus, advertising by diamond 
merchants, department stores, auto dealers, and electronics stores enticing tax- 
payers to spend stimulus payments on their products reinforce an inaccurate mes- 
sage. Taxpayers come to expect the maximum stimulus payment amount and don’t 
understand the exceptions. This uncertainty and its consequences can even defeat 
the underlying purpose of the stimulus payments. Although taxpayers may spend 
more — either on credit or with savings — in anticipation of their stimulus payments, 
they may end up financially harmed if they do not receive all or part of the payment 
they are expecting and go into debt. The problems with a saturation message cam- 
paign are compounded if the design of the program itself is so complex that it takes 
twenty pages of Frequently Asked Questions and a seven minute podcast to explain 
it. If Congress decides to enact another ESP, it should consider how to simplify the 
eligibility rules so that they lend themselves to easy communication. Such sim- 
plification may mean that some individuals receive more or less than they might 
under the current ESP, but this trade-off for clarity would be well worth it. 

A second lesson is that when an initiative targets a population that does not oth- 
erwise have contact with the IRS, it may be better to utilize another federal agency 
for payment delivery. The 20.5 million Social Security and Veterans Affairs bene- 
ficiaries all receive payments from those agencies, and many of those payments are 
directly deposited into bank accounts. Why not find a way to let those agencies 
make stimulus payments to individuals without a tax filing requirement instead of 
requiring them to file ESP-only returns and having the IRS then send them paper 
checks? The Social Security Administration and the Treasury Department recently 
announced the availability of a no-fee debit card on which unbanked Social Security 
recipients may receive their benefits. 69 Why not download the value of the stimulus 
payments onto such cards? 

Third, where there are no better alternatives than for the IRS to deliver such pay- 
ments, the IRS and other federal agencies could cooperate to determine the exact 
payments to these special populations and the best method for delivering them. The 
ESP could be designed so that the IRS, the Social Security Administration, and the 
Department of Veterans Affairs work together to identify which beneficiaries do not 


68 Email from the Director of a Low Income Taxpayer Clinic (email on file with the Taxpayer 
Advocate Service). 

69 The Department of the Treasury estimates that by converting the 10.5 million people who 
still receive paper Social Security checks once a month to electronic payments, the Federal Gov- 
ernment could save up to $42 million a year. Lori Montgomery, Treasury Dept. Rolling Out So- 
cial Security Debit Card, Washington Post, June 10, 2008, at D3. 
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have a filing requirement but have at least $3,000 in benefits. Why force these indi- 
viduals to file a tax return? Why not authorize the agencies to determine eligibility 
based on available information? 70 Moreover, once the IRS determines eligibility and 
the amount of payment, the IRS itself should develop the ability to utilize no-fee 
debit cards to deliver stimulus payments (and all tax refunds). 

Fourth, I note that one of the circumstances that made the ESP initiative so chal- 
lenging was the short timeframe the IRS had from the time the bill was enacted 
until the time the first ESP was scheduled to go out to taxpayers. The IRS found 
itself scrambling to work out the logistics, such as developing an outreach strategy 
and materials, anticipating taxpayer questions, and strategizing about the best way 
to get answers to these questions to the public. Although the ESP program may 
seem like a one-time occurrence, the IRS often faces unanticipated events, including 
natural disasters, that affect taxpayers and their ability to comply with their tax 
obligations, thereby requiring special rules, procedures, and outreach. Instead of 
scrambling to address the unexpected, the IRS should be able to plan for it. 

There are several concrete steps the IRS can take to prepare for the next unantici- 
pated event, whether it is a congressionally mandated program or a Presidentially 
declared disaster. Although the IRS has an internal Disaster Readiness Group, I 
recommend that its mission be expanded and that the IRS create a larger and more 
diverse emergency readiness group of external partners from which it can solicit 
feedback on its outreach efforts. The emergency readiness group should be active 
and available all year, ready to provide guidance on the most effective way to com- 
municate with taxpayers, especially groups such as the Limited English Proficiency 
population, the elderly, and people with disabilities. The group should include rep- 
resentatives from tax professionals associations, state governments, LITCs, the Tax- 
payer Advocacy Panel, the National Disability Institute and other SPEC stake- 
holders. 

Fifth, for the IRS to implement emergency programs, it must maintain a work- 
force at sufficient levels to accommodate these demands without compromising its 
service levels or throwing its modernization efforts off course. Therefore, Congress 
should provide the IRS with funding to maintain a cadre of employees — whether 
they be seasonal or permanent — to address these situations and programmers who 
can work on these projects so that the IRS does not fall behind on its core business 
systems improvements. The internal cadre should conduct reviews after each unan- 
ticipated event to incorporate lessons learned and improvements into its standard 
operating procedures. Moreover, where glitches such as those with manual or offset 
bypass refunds or injured spouse are identified, the cadre can work on solutions in 
the downtime between events. 

Finally, the communications challenges posed by the ESP initiative have made 
the need for a cognitive learning lab even more compelling. 71 In-depth research on 
how taxpayers learn and respond to communications would provide the IRS with 
important tools to enable it to educate taxpayers and increase responsiveness more 
effectively. The IRS could use the information gained from the cognitive lab to bet- 
ter tailor outreach strategies for unexpected events to meet the diverse needs of the 
tax population. We do not need to wait for a disaster or an unexpected initiative 
to learn about our diverse taxpayer base, nor should we. The IRS needs to go be- 
yond mere demographics and begin to develop a more comprehensive understanding 
of its taxpayers now. 


Chairman LEWIS. Thank you, Ms. Olson, for your statement. At 
this time, I will open the first panel for question. I ask that each 
Member follow the 5-minute rule. 

Ms. OLSON. I am submitting, for the record, two letters to the 
Subcommittee from the Federal Trade Commission and the FBI. 
These letters state that almost 300 identity theft complaints have 
been filed, related to the rebate checks. 

[Letter from the Federal Trade Commission follows:] 


70 It is our understanding that this approach was adopted with the current ESP program in 
Puerto Rico and Guam. 

71 See National Taxpayer Advocate 2007 Annual Report to Congress 156-161 (Most Serious 
Problem: Taxpayer Service and Behavioral Research) and vol. 2, at 158-167 (Research Report: 
Normative and Cognitive Aspects of Tax Compliance: Literature Review and Recommendations 
for the IRS Regarding Individual Taxpayers). 
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[WAITING FOR RESPONSE FROM COMMITTEE] 
[Letter from the FBI follows:] 
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Chairman LEWIS. Have you seen any identity theft problems re- 
lated to the rebate checks, or is there a form at IRS for taxpayers 
to report identity theft? 

Ms. OLSON. To date, the IRS has reported to us that they have 
only identified 25 cases dealing with identity theft and the eco- 
nomic stimulus payment itself. 

However, an informal survey in my own offices, just asking my 
local taxpayer advocates, they said that they had 13 such cases. So, 
either we have half of all IRS cases, or there are many more cases 
out there. We usually get 1 percent of problems that the IRS sees, 
as a whole. 

There is no form, presently, for taxpayers to report themselves 
an identity theft victim. I am concerned how the IRS is counting 
these cases of identity theft, because as of this point they have not 
yet implemented the marker on accounts where the IRS can know 
that there is an identity theft situation with respect to a taxpayer. 

Chairman LEWIS. Ms. Olson, what is the estimate cost to date 
of the rebate check? 

Ms. OLSON. I honestly do not know that number. Perhaps GAO 
could better answer that. 

Chairman LEWIS. Is Mr. White, from GAO, here today? If so, 
please come forward. 

Mr. White, could you tell Members of the Committee, what is the 
cost today of the rebate checks? How much of this is foregone rev- 
enue from shifting employees? 

Mr. WHITE. Yes, Mr. Chairman. There are three components to 
the cost of the rebate program that we have identified. The first 
is supOplemental appropriations. IRS got a supplemental appro- 
priation of $202 million; Social Security got a supplemental of $31 
million; and Treasury’s financial management service got a supple- 
mental of $64 million. So, there is a total of $297 million in 
supplementals. 

The largest element of cost is the foregone revenue that Ms. 
Olson just described. IRS estimates that the foregone revenue from 
shifting collections staff from doing collections work to answering 
stimulus-related telephone calls to be up to $565 million. So, that 
brings the total dollar cost — the supplementals plus that foregone 
collections revenue — to $862 million. 

Then, there is a third component to the cost, and that is the bur- 
den on taxpayers of getting answers to questions about the stim- 
ulus program. Taxpayers are having to wait longer on the phones 
to get through, to get answers to those questions, and we can’t 
quantify that in dollars, but that’s a very real cost to taxpayers, as 
well. 

Chairman LEWIS. Now, for the two of you, do you expect the call 
volume to remain high through the next filing season? 

Ms. OLSON. The IRS estimates, just through the end — until Oc- 
tober 15th, of them getting only about another 6 million calls, 
which I find a rather low-ball number. I think we may get six mil- 
lion calls in July. I do think, because there will be confusion from 
people who need to claim some more of the payment on their 2008 
returns, that we will continue to get calls. 

We may see confusion of people who received their credit, claim- 
ing the credit again on their 2008 returns, because my under- 
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standing is there will be a line on those returns. So, I look forward 
to lots more confusion ahead. 

Chairman LEWIS. Mr. White? 

Mr. WHITE. Yes. Tax — individuals who are not taxpayers, who 
did not have a tax filing requirement, have until October 15th to 
file this year in order to claim the stimulus. So, for that reason, 
there may be more calls. 

Chairman LEWIS. Thank you. Now I turn to Ranking Member 
Ramstad for his questions. 

Mr. RAMSTAD. Thank you, Mr. Chairman. Thank you, Ms. 
Olson, for your testimony and for your articulate advocacy on be- 
half of taxpayers. 

Also, as a Member of this panel which has oversight jurisdiction 
regarding the IRS, I appreciate hearing your summary statement 
that the IRS, on balance, has done an outstanding job of admin- 
istering both the 2008 filing season and the Economic Stimulus 
Act. It’s always refreshing to hear when an agency of the Federal 
Government does a good job. 

I just have two follow-up questions — that is, follow-up questions 
to those asked by the distinguished Chairman — the first one re- 
garding the diversion of collections staff. 

In your opinion, would it have been possible — hindsight is always 
20/20, and I think we sometimes even learn from it, or at least we 
should — do you think it would have been possible for the Service 
to hire additional temporary workers to handle phone inquiries 
about the stimulus checks? Was that not done because of lack of 
funding, lack of time, or perhaps a combination thereof? 

Ms. OLSON. I think it is a combination thereof. The IRS did hold 
over its temporary workers that it had for its filing season, that it 
normally hires in the filing season, to deal with the stimulus pay- 
ments, since they were, we thought, going to — the busy season was 
going to be after the filing season. 

Perhaps what really took us by surprise was the number of calls 
coming in during the filing season, and the mailings were an at- 
tempt to try to say, “Don’t call.” But people called anyway. 

I think it’s hard for us, in the middle of a new initiative, to staff 
up, train, go through background checks. That’s just a virtual im- 
possibility. One thing I’ve thought is that if we’re going to continue 
to get these programs given to us, that we may need to really think 
about creating just a cadre, whether they’re seasonal workers, 
they’re on-call workers, to deal with disasters, programs that Con- 
gress gives to us, all of those things — and I’m not equating disas- 
ters with programs Congress gives us. 

Mr. RAMSTAD. That was my next question. 

[Laughter.] 

Mr. RAMSTAD. Well, thank you, Ms. Olson. My final question, 
I share the concern I’m sure everybody does, with the Chairman 
about identity theft. Are there any additional steps that you believe 
could be taken to prevent scam artists from using the stimulus 
payments as a way to steal the identities of taxpayers? 

Ms. OLSON. I think that the outreach on that really needs to be 
local, and I think the IRS has done well with this, and we just need 
to do more of it. 



29 


When we work through trusted partners in the communities, you 
know, come to this non-profit, come to the walk-in site, come to our 
Super Saturday, where you have trusted people there, then you 
minimize the risk of identity theft from scam artists, because peo- 
ple have an alternative place to go. 

It’s when we’re trying to deliver it on a national level, you know, 
file your own return, and we don’t have a local presence, then it 
provides an opportunity for these scam artists, through lots of dif- 
ferent ways, to move into that local presence, and victimize folks, 
and particularly the elderly population. We really would have prob- 
lems there. So, going through their partners is absolutely vital. 

Mr. RAMSTAD. Well, I certainly appreciate your view. Those ca- 
veats, I think, are very, very important, and, as you say, especially 
to avoid our senior citizens from being victimized, who are dis- 
proportionately victimized by these — well, I won’t use the word in 
a public hearing, but those scam artists. Thank you again, Ms. 
Olson. I yield back. 

Chairman LEWIS. Now I turn to Chairman McNulty for his 
questions. 

Mr. MCNULTY. Thank you, Mr. Chairman. I don’t really have 
a question. I have an observation I want to make, and it relates 
to something you said at the end of your testimony. 

But, first of all, I want to thank you on your tremendous good 
work on behalf of taxpayers all across the country. I am generally 
in an attitude of gratitude today to all of the agencies involved, be- 
cause I think our government workers have done an extraordinary 
job under very difficult circumstances in a very compact timeframe. 
So, I thank you all. 

You made a suggestion toward the end of your testimony about 
possibly having the SSA send out these checks. I just want to tell 
you very directly I think that’s a terrible idea. I have spoken in the 
last few days to both of the commissioners are IRS and SSA, and 
they do not believe that is either necessary or in the best interest 
of the process. From — and I agree with them, wholeheartedly. 

You may or may not be aware of the fact that we have worked 
very, very hard in the last couple of years to help SSA deal with 
this tremendous backlog on disability claims, which is the result of 
under-funding for years and years, for which there is plenty of 
blame to go around; I’m not blaming anybody in particular. But 
that’s just the way it is. 

We have — we had a good increase in the budget last year. Ac- 
cording to the budget resolution this year, we will have even more. 
We put out a new ALJ list, we are in the process of hiring more 
than 175 new administrative law judges. We are making progress. 
The last thing we need to do at this point in time is impede that 
progress. 

The estimates that have been given to me would be that if we 
were to implement the suggestion that you made at the end of your 
testimony, it would take six to 8 months just to get the proper list 
together in order to get those checks out. That’s the last thing we 
need to do, is further delay this process. So, I just want to put you 
on notice that certainly if I have anything to say about it, that’s 
not going to happen. 
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What should happen — because this, as I said in the beginning, 
this process has been largely successful, and I think we’re kind of 
in the home stretch on this, now, to kind of wrap it up — and I 
think basically what we need is a good dissemination of informa- 
tion and education about what we need to get to the affected popu- 
lation, so that they get their stimulus checks. 

I want you to know we’re going to help you with that, because 
the four people right in the middle here that you’re looking at, 
we’re going to get a communication out to all of our colleagues, 
every single Member of the House, about getting the word out 
about the steps that they need to take all across the country in all 
these individual districts to get the stimulus check to which they’re 
entitled. 

So, as I will when the commissioners appear, I want to thank all 
of you for the tremendous work you have done. The last part of 
your testimony is a bad idea, and is counter-productive, and I just 
want to let you know my feelings on that. 

Ms. OLSON. Well, I hear your feelings. I can also say that, as 
a mother of a disabled son, I have navigated the disability process, 
so have some familiarity with that backlog. My suggestions go to 
that population. What I have tried to think about, in response to 
being asked to think about that, were alternatives, because the IRS 
itself also suffers from this additional workload, as I have outlined 
in my testimony, and taxpayers are harmed by the IRS diverting 
its resources on systems that are making the tax system easier into 
programs such as this. 

So, I have tried to think about ways that would lessen the bur- 
den on the IRS without placing so much burden on other agencies. 

One of the thoughts that I had, because they seemed to be able 
to do this in Puerto Rico and Guam, is to use the available infor- 
mation that government agencies have working together, to iden- 
tify those taxpayers entitled to the $300 payment without making 
them take an affirmative act. I think that does require more in- 
volvement on the part of Social Security Administration, working 
with the IRS. 

The other thing that I thought 

Mr. MCNULTY. Well, that is a different proposition. 

Ms. OLSON. Right. 

Mr. MCNULTY. SSA is working with IRS to do 

Ms. OLSON. Yes. The other thing that I thought would be a posi- 
tive thing is because SSA, with Treasury’s assistance, now has 
these debit cards, that we could utilize the debit cards to get the 
money faster to SSA recipients. But I also propose that the IRS im- 
plement debit cards. My concern was SSA recipients having to wait 
for paper checks. 

So, I just wanted to give you some background to where my com- 
ments came from. 

Mr. MCNULTY. Right, and 

Ms. OLSON. I hear your concerns. 

Mr. MCNULTY. Right. Well, it’s not just a concern, it’s a reality 
that would actually — when we’re trying to speed up the process, 
that proposal would delay the process. 

I just hope you keep in mind also the comments of Chairman 
Lewis at the beginning: if IRS needs additional resources toward 



31 


the end of this process, we want to know about that, and we want 
to help with regard to that. I thank you again for your testimony. 

Ms. OLSON. Thank you. 

Chairman LEWIS. Now I turn to Ranking Member Johnson for 
his questions. 

Mr. JOHNSON. Thank you, Mr. Chairman. I’d just like to say 
that I hope the IRS will continue to examine the issue of identity 
theft, and take some more positive steps in that direction. I will 
yield back my time; no further questions. 

Chairman LEWIS. Thank you, Mr. Johnson. 

Mr. JOHNSON. Thank you, Sir. 

Chairman LEWIS. Thank you 

Ms. OLSON. May I comment on identity theft a little bit, briefly? 

The IRS — the commissioner has dedicated a lot of resources, 
since he came in, to working on this issue. There are multiple 
teams, and my organization is also involved with this. I think you 
will see some improvements over the next year. It’s just that right 
now we’re not there yet, and we have this program. So, I think 
you’re seeing some problems, because we don’t have the solutions 
in place yet. But we are working on it. 

Mr. JOHNSON. Thank you. 

Chairman LEWIS. Thank you. Now I recognize Mr. Doggett for 
his questioning. 

Mr. DOGGETT. Thank you very much, Mr. Chairman, and thank 
you for the testimony you both offered. 

Ms. OLSON, you indicated that less than 100 percent of the peo- 
ple who are entitled to receive this stimulus payment will receive 
it. What is the best estimate of how many people will not get the 
stimulus that they’re entitled to? 

Ms. OLSON. Oh, I think that is — I don’t know that I have that 
best estimate. We do — we have identified 20.5 million taxpayers, or 
individuals, that didn’t file 2006 returns. Some of those — we’ve got- 
ten in about seven million of those folks, and the question is maybe 
some of those other taxpayers, they’re joint returns so we may real- 
ly get more than seven million — you know, these are seven million 
returns. 

It’s hard to know how many others are out there that don’t — 
have too low income. They’re not on Social Security rolls, they’re 
not on Veterans rolls. It’s a very difficult number to estimate. 

Mr. DOGGETT. Do you know if there are internal estimates 
within the IRS, or whether 

Ms. OLSON. Well, it’s the 

Mr. DOGGETT [continuing]. GAO has done anything on it of 

Ms. OLSON. It’s — the 25 million is what people are working off 
of, with a recognition that there are other pockets of taxpayers that 
we just can’t quantify. 

Mr. DOGGETT. Do you have any insight on that, Mr. White? 

Mr. WHITE. We don’t have a separate estimate of our own. I 
agree with Ms. Olson. IRS initially estimated something over 20 
million. They’re not sure whether it’s going to be that many or not. 
The problem here is the difficulty of trying to estimate the number 
in that group. 

Mr. DOGGETT. While I clearly am very concerned that all those 
who are entitled to this stimulus payment get it, I note, as Mr. 
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Johnson pointed out, that we have spent $300 million to ensure 
that it gets done right. 

I am also concerned about whether any of these payments are 
sent out to people that are not entitled to receive them. Are either 
of you involved on that end of it, to be sure that the stimulus pay- 
ments only go to those who are entitled to receive them? 

Ms. OLSON. Well, I think that the — actually, the way that the 
legislation has been written is pretty tight, as 

Mr. DOGGETT. Well, let me tell you where it apparently wasn’t 
tight enough. 

Ms. OLSON. Yes, Sir. 

Mr. DOGGETT. Yesterday I received a notice dated June 16th 
that my mother would receive her payment next week. My mother 
died last September. Within a week of her death, because her pay- 
ments are direct-deposited into her account, I notified Social Secu- 
rity, to be sure that we wouldn’t have any payment to which we 
were not entitled. 

Do you have any estimates? I extend this question — I may not 
be able to stay for all their testimony — to the next panel, as well. 
Do you have any estimate of how many dead people are receiving 
stimulus payments? 

Ms. OLSON. Sir, I don’t. There is a question on the website that 
I will go back and look at that talks about decedents, and who is 
entitled to that payment in the course of the decedent, because it 
would be — the payment is based on their 2007 filing. So she filed, 
or her — you know, her estate filed 

Mr. DOGGETT. Her estate filed 

Ms. OLSON [continuing], A return for her. Perhaps under the 
law, she is entitled to it, and I would have to check 

Mr. DOGGETT. Well, I would like to know about that, too. 

Ms. OLSON. Yes. 

Mr. DOGGETT. If, as a part of the stimulus — in her case, she 
does not have a surviving spouse — whether this payment goes to 
estates of people this year or not, and what efforts — it surprises me 
that there has not been any update, if there has not, of the data- 
base to reflect that. Do you know 

Ms. OLSON. I will check on that. 

Mr. DOGGETT. Do you know, Mr. White, if under this payments 
can be made to the estate if there is no surviving spouse of some- 
one who died last year? 

Mr. WHITE. I am not sure, off the top of my head. I — given the 
short period of time that IRS has had to implement the program, 
I don’t think yet there are good estimates of non-compliance prob- 
lems. We are monitoring this as part of our filing season work for 
the Subcommittee on Oversight, and we will be reporting later this 
year. 

Mr. DOGGETT. Well, it’s been right at 9 months since I notified 
Social Security of this. You would certainly expect that they would 
have updated the database to show the correct information. 

Fortunately, they have not been sending, to my knowledge, any 
direct deposit of her Social Security check. You would expect that 
they would have it all — all the database — corrected in 9 months, 
wouldn’t you? 



33 


Mr. WHITE. We are — this is something we are monitoring, and 
we will pursue as part of our ongoing work for the Subcommittee. 

Mr. DOGGETT. Thank you very much. 

Chairman LEWIS. Thank you. Now Mr. Brady is recognized for 
his questions. 

Mr. BRADY. First, let me thank Chairman Lewis and Chairman 
McNulty, Mr. Ramstad, and Mr. Johnson for hosting this hearing. 
I think it’s important to do this. 

Our caseworkers, for whatever it’s worth, our caseworkers back 
in Texas have experienced few complaints about the help line. In 
fact, we’ve gotten calls back from those we’ve referred, where they 
have been satisfied with the results. I don’t know if that will con- 
tinue, but that’s our experience back home. 

The question today deals with the technical aspects of delivery. 
But I think the bigger question on the stimulus checks is, is it 
working. Are these checks stimulating our economy across this 
country, as was hoped? I think the answer is no, or certainly not 
as much as it could. There is reason for that. 

In the past year, rising fuel prices have, I believe, neutralized 
the impact of the stimulus checks. Just in the past year, the aver- 
age family in America is now paying $536.50 more for fuel than 
they were a year ago. It is hard to have — with $300 to $600 stim- 
ulus checks, it’s clear that these checks are being drained down our 
gas tanks. The impact is being neutralized, because families are 
not buying a new computer, or a washer and dryer or a TV set 
when they can’t afford gas for their family van. 

It’s frustrating that this Congress has failed to act to lower fuel 
prices in America. We have, unfortunately, found time in the past 
few weeks to pass legislation through the House to protect exotic 
cats and dogs in foreign countries. We found time to celebrate the 
International Year of Sanitation. This week we found time to pre- 
vent monkeys from crossing state lines. But we have not found 
time to take the actions to lower fuel prices for American workers. 

That cost of $536 more is even higher if you live in a rural com- 
munity, which much of America does. It just seems to me both Re- 
publicans and Democrats together have to find a way to unlock our 
resources here in America to produce more American-made energy, 
to take more responsibility for the daily energy needs. Because 
being dependent on foreign countries for nearly two-thirds now of 
our daily energy needs is costing us at the pump, and it’s robbing 
the impact of these stimulus checks. 

Ms. Olson, I won’t ask you that question, the impact. 

Ms. OLSON. Thank you. 

Mr. BRADY. I will say, though, you have raised a separate issue 
from that, which I feel we ought to be exploring. That’s the issue 
of debit cards. Seems to me we need a — as much as we can — more 
of a 21st century response to challenges, short-term challenges, like 
this. 

Can you comment on how those would occur, and who would be 
eligible to get them? 

Ms. OLSON. Well, I do think I have to say the IRS is exploring 
the idea of delivering regular refunds on debit cards as Social Secu- 
rity has started to use debit cards for those individuals who don’t 
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have bank accounts. There are savings to the government in that 
regard, so that you don’t have to issue paper checks. 

A debit card has an account number and a routing number, just 
the same way as a bank account does. I think my understanding 
is, with Social Security, that Treasury has entered into a contract 
with one entity to deliver these cards. It’s no fee to the individual 
receiving the card. It can be done in any number of ways: people 
going into banks and picking up a card, or being assigned a card 
themselves. 

So, I think that, you know, the — that would just — for those indi- 
viduals who are unbanked, or even in the area where we’re sending 
out paper checks, the delivery of dollars is so much faster if we’re 
delivering it electronically. 

Mr. BRADY. Yes. 

Ms. OLSON. The debit cards are just really, to me, as you said, 
a 21st century solution. 

Mr. BRADY. Those debit cards, since people are struggling so 
much with high fuel prices, you know, if they weren’t able to afford 
something they needed, but instead had to buy higher gas, would 
they be eligible to use it at the gas pump? 

Ms. OLSON. Absolutely. The Social Security cards are used any- 
where that essentially a credit card is taken. So, at food stores, at 
gas tanks, at ATMs, et cetera. 

Mr. BRADY. All right. Thank you, Chairman. Yield back. 

Ms. OLSON. Mr. Chairman, may I answer Congressman 
Doggett’s question? I found 

Chairman LEWIS. Yes, you may, Ms. Olson. 

Ms. OLSON. Thank you. There is a FAQ on the IRS website that 
says, “If an individual dies, what happens to his or her direct de- 
posit, or stimulus check?” The answer is, “Stimulus payments will 
be issued in the name of the individual eligible for a payment on 
a filed 2007 income tax return, or to the account designated by the 
individual on that return. This includes situations where a person 
dies after filing a return, or where the final 2007 income tax return 
was filed by a personal representative or surviving spouse.” 

“Any issues or concerns involving a decedent’s filed return, or the 
related stimulus payment, should be addressed by the legal rep- 
resentative of the decedent’s estate.” So 

Chairman LEWIS. Now I turn to Mr. Pascrell for his questions. 

Mr. PASCRELL. Thank you, Mr. Chairman. Mr. Chairman, with 
all due respect to my good friend from Texas, the last thing that 
these Members need is another lecture on drilling. But I am sure 
that will not be the last one. 

You know, if you’re respectful of the Members, if you’re respect- 
ful of the Members, then you bring to folks’ attention the high cost 
of everything, not just gasoline. 

Second of all, this is not germane to the topic, not at all. 

Mr. BRADY. Will the gentleman yield? 

Mr. PASCRELL. Sure. 

Mr. BRADY. One, Bill, I think you’re wonderful, and I appreciate 
your leadership, but I do think fuel prices are germane to this dis- 
cussion on stimulus checks. Not only are fuel prices up, but food 
prices, because we have not dealt with this fuel issue. That is driv- 
ing a good amount of food prices, cost increases, as well. 
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So, while it is important to folks on the technical side, I think 
most of America is struggling, and needs some help that way. That 
is the only reason I point this out, because I think that’s the bigger 
picture we ought to be looking at. I yield back, I apologize. 

Mr. PASCRELL. Yes, thank you, Mr. Brady. The gas prices 
didn’t just go up the last 6 months or the last year. Gas prices have 
been going up since 2001. You know they’ve increased 270 percent. 

Mr. BRADY. Yes, 170 of that 

Mr. PASCRELL. It didn’t just happen, and 

Mr. BRADY [continuing]. In the past year. 

Mr. PASCRELL. So, to create the impression, which is in your 
talking points — not you, but your party’s talking points — that this 
is going to be we’re going to be saddled with this, has nothing to 
do with the questions we should be asking Ms. Olson. I don’t think 
so. Maybe — am I out of order? Tell me. But I don’t think it has any- 
thing to do with the price of tomatoes. 

I am concerned about this number: 3,776,147 people over the age 
of 65 remain to file for the checks under SSA and VA. In New Jer- 
sey, it’s 108,803, 69 percent. I would like to know, Ms. Olson, what 
are you doing about it? 

Ms. OLSON. Well, the IRS is mailing to those individuals that 
we’ve been able to identify, through the help with Social Security 
and Veterans Administration, a second mailing, asking them to 
come in and file, and providing to them the return that they need 
to fill out in order to get this payment. 

The IRS is continuing, through its walk-in sites, to — located 
throughout the United States — to prepare these ESP-only returns 
for free for taxpayers, if they can come in. They are continuing to 
work with their non-profit partners to have initiatives that go out, 
as are my employees. 

I think that there are — as I outlined in my testimony — some nat- 
ural barriers to getting some of these folks who have not had any 
trafficking with the IRS for several years to want to file a return 
again, which led to my recommendation for future efforts, that we 
try to come up with a way where we can automatically get this 
money to them, without them having to file a return. Because I 
think, with some of this population, that’s too difficult. 

Mr. PASCRELL. I mean, no other demographic group is even 
close to this group. You would agree to that, right? 

Ms. OLSON. Oh, when we 

Mr. PASCRELL. I mean, the next group is like 13 percent. 

Ms. OLSON. When we know, particularly with the — since we’re 
basing the information on who has filed a return the previous year, 
we have a lot of information on those populations, and we’re basing 
it off of their 2007 return. 

Mr. PASCRELL. Well, what can we learn from the Treasury De- 
partment’s inability to communicate to EITC recipients, for in- 
stance — if I could draw a parallel here — and you know the millions 
and millions and billions of dollars that are unclaimed with those 
who are the working poor, which we are dedicated to, I’m sure both 
sides of this aisle. Have we learned anything from their short- 
comings? 

Ms. OLSON. Well, the IRS actually does a very good job — I’ve 
spent my life around the earned income tax credit. What is inter- 
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esting in those numbers is that we have a very high participation 
rate among families with children. 

Where we have a very low participation rate is the EITC that 
goes to the non — you know, the worker that doesn’t have a child, 
which, to some extent, is in this other population for the Social Se- 
curity — I mean the economic stimulus payment: low-income work- 
ers that maybe don’t have enough income to file an income tax re- 
turn. 

Mr. PASCRELL. Right. 

Ms. OLSON. I think they’re both very difficult populations to get 
to. They don’t necessarily have Internet access. If they have access, 
they don’t necessarily have Internet literacy to do the kinds of 
things that you might need to do to file a return. 

Again, as I said earlier, I think that the IRS sometimes is not 
really the best — the entity to communicate that. I mean, after all, 
we are an enforcement agency, on top of everything else. So, that’s 
why we have to really work with our partners, whether it’s the 
states and state agencies, or congressional offices, or non-profits in 
the community that, for other reasons, are reaching out to these 
populations. 

Mr. PASCRELL. If we’re passing legislation, Mr. Chairman, to 
help those who need this most, and for those who are older, like 
myself, and those who become incommunicable, this is a very dif- 
ficult situation which I don’t see any — I’m not in a comfort state 
right now 

Ms. OLSON. Right. 

Mr. PASCRELL [continuing]. To know that we’re getting to this 
public, and yet this is a lot of money we’re talking about here. 

Ms. OLSON. Right, right. 

Mr. PASCRELL. To people who greatly need it. We have not — 
you know, we’re state of the art — improved the state of the art to 
get to these people. I think that this is a very, very difficult — I 
would like to know, from the IRS, what they’re going to do to ad- 
dress the most glaring problem here: 69 percent in New Jersey, 67 
percent across America. The next demographic group is 13 percent, 
and that’s over 50, or 55, if I’m not mistaken. 

So, I don’t know what you’re going to do, but I would like to sure 
as heck know about that, and I’m sure everybody on this panel 
would like to know. Thank you, Mr. Chairman. 

Chairman LEWIS. Mr. Pascrell, I want to thank you for drawing 
attention to the number of people in New Jersey who have not 
filed. 

I noticed in the State of Georgia more than 167,000 have not 
filed. I want to thank you for bringing it to our attention. 

Now I recognize Mr. Tiberi for questioning. 

Mr. TIBERI. Thank you, Mr. Chairman. Thank you to you and 
to the other Chairman and to the Ranking Members for holding 
this hearing today. 

I agree with what Mr. Ramstad said, that 95, 96, 99 percent of 
what you are doing and what the IRS is doing is great. 

Let me tell you about something that I think is not so great, and 
get your thoughts on it. In your testimony, you acknowledge that 
the IRS did not make sufficiently clear that returns had to be proc- 
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essed by April 15th to be followed through to the schedule that’s 
been posted, in terms of when people are going to get refunds. 

We have had probably between 50 and 60 individuals contact our 
local office, wondering what happened to their return. They’re 
mostly seniors, they’re mostly people who filed to get a paper re- 
fund, not an electronic transfer refund. Most of them we find out 
have filed close to or on April 15th. We didn’t know, they didn’t 
know, that they would be impacted by the date that they filed. So, 
there has been a lack of communication. 

Most of them have been resolved with going to the website and 
getting the new date. Not all of them have. In fact, Congressman 
La Tourette, also from Ohio, his office was told last week by an IRS 
official that, in fact, some of these people may not even get a rebate 
check because they may have filed wrong, which is a bizarre state- 
ment, in and of itself. 

One taxpayer I talked to Monday night, who was supposed to get 
a refund or a check on May 12th has been told — hasn’t got any an- 
swers from the IRS, has been told by your office in Ohio, “Keep 
checking back with us on a weekly basis.” 

So, his question to me was, “Who do I call when I can’t get help 
with the advocate’s office, and I can’t get help with the IRS?” That 
person happens to be my dad, who is pretty frustrated right now. 
He is not the only one. So, what do we tell our constituents who 
aren’t getting any answers, who filed properly, and filed within the 
designated time that we all in Congress said you need to file b. 

Ms. OLSON. You have really highlighted a number of the issues 
that I have also tried to highlight in my testimony, the first being 
it’s very difficult when you’re trying to get a broad message out. 
“We are going to get this payment to you. It is up to $600, $1,200, 
whatever,” and then there are all these exceptions to the rules. 
“File by April 15th,” you know, but then we don’t say, “But you ac- 
tually have to do it before, so we can process it by April 15th, so 
we can be on this schedule.” Those are hard messages to get out. 

I have been told that the website only can give information about 
the status of your payment if it is 2 weeks, within 2 weeks it’s 
going to be issued. So, if you didn’t file in order to be processed by 
April 15th, you’re down there in the processing line, and your infor- 
mation may not be on the website. The website will say, “No infor- 
mation at this time.” 

Mr. TIBERI. That’s right. 

Ms. OLSON. When you call my employees, they are frustrated 
because they have no ability, unlike regular refund checks, to do 
a — cut a manual check, process your father’s or any other tax- 
payer’s account that has some kind of hardship need out of cycle, 
and get the payment to you. That is something we are not able to 
do with these economic stimulus payments, which is very frus- 
trating for my employees, and obviously, for the taxpayers. 

So, all they can do is keep checking, themselves, the systems 
weekly to see when has your father’s — or any taxpayer’s — check 
posted to go out. We do not have the tools to expedite those pay- 
ments. 

Mr. TIBERI. Do you have suggestions on how maybe the IRS can 
be helpful? 
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Ms. OLSON. They are bound in the same way that we are. You 
know, I think that if the IRS had had more time, they could have 
programmed and, you know, maybe enabled us to be able to do 
manual checks, so that we could have overridden some systems. If 
we had had more time, we may have been able to program a better 
website that could give more information further on down the line, 
as far as estimates of what payments can come. 

But I think if you called any number at the IRS, if the payment 
isn’t scheduled, everyone is going to give you the same answer. 

Mr. TIBERI. Have you heard what Mr. La Tourette’s office was 
told by an IRS employee? 

Ms. OLSON. No. Do I want to? 

Mr. TIBERI. That if you filed incorrectly, that you may not get 
a stimulus check? 

Ms. OLSON. Oh. That surprises me. Again, that would be the 
thing that I would say that taxpayer needs to come to the Taxpayer 
Advocate Service, so that we can track down why — what the infor- 
mation was. 

I do know that we are getting some returns, duplicate returns, 
where a taxpayer — and this goes to the elderly population — which 
we saw this with taxpayers, they went to the VITA site, and they 
filed a 1040 on white paper. Then they got a mailing from us, 
where we had put the 1040 on pink paper, because we wanted 
them to see it, and they thought, well, now they need to send an- 
other one in, because they send a white one in first, so now they 
need to send a pink one in. 

If we get two of those returns, it’s going to take some time. But 
we will resolve that issue. But it will delay the payment of the 
check, you know, the payout. 

So, there are a lot of different things that may have happened, 
but that’s where maybe Taxpayer Advocate Service can be helpful, 
in tracking down 

Mr. TIBERI. Okay. 

Ms. OLSON [continuing]. What the problem is, and fixing it. 

Mr. TIBERI. Thank you. Thank you, Mr. Chairman. 

Chairman LEWIS. I just want to remind Members that if you 
can, limit the question to 5 minutes so all Members will have an 
opportunity to get their questioning in. Mr. Pomeroy is now recog- 
nized. 

Mr. POMEROY. Mr. Chairman, I note you make that admonition 
as I begin to inquire. Is that 

Chairman LEWIS. Oh, no, I didn’t mean that. It was not for you, 
Mr. Pomeroy. You know I would never do that to you. 

Mr. POMEROY. A couple of compliments to start the inquiry pe- 
riod. I have been very impressed with the new commissioner, Doug- 
las Shulman, appreciate the IRS provided information about the 
take-up rate, especially with seniors, on the — or the SSA/VA popu- 
lation that has filed. 

I also appreciate, once again, Ms. Olson and her leadership with 
the taxpayer advocacy office. I really do think that you play a very 
constructive role in improving the system, and advocating for tax- 
payers, just what Congress thought as they created our position. 
Congratulations on good work, once again. 
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I notice that the IRS anticipated 6.8 — it anticipated 14.5 million 
ESP-only returns would be filed. Based on our staffs research as 
of May 31st, 6.8 million ESP-only returns filed. The IRS estimates 
in a letter from the commissioner that there is 5 million seniors in 
the SSA/VA population that have yet to file. 

The break-out by states is really quite something. In North Da- 
kota, it looks like remaining to file is 75 percent of its population 
age 65 and over. The numbers by state, also alarming: Ohio, 
226,000; Wisconsin, 77,000; Michigan, 154,000; Massachusetts, 
151,000. I mean, this goes on and one. 

I, by the way, will add this list to the record. I think it shows 
that we have work to do. I think that the IRS, SSA, Members of 
Congress, allied groups, getting the word out they can still file and 
get this information is extremely important. 

[The information follows:] 

COMMITTEE INSERT 

Mr. POMEROY. I take general issue with my Social Security 
Chairman, relative to whether or not this is any business of SSA. 
I think when you get take-up rates falling so far short of the uni- 
verse of eligible for stimulus, we need to be pretty open-minded 
about how we can make these systems work better. 

I certainly am one, as a senior Member on the Subcommittee on 
Social Security, open to any suggestions in this regard, including 
a greater role of SSA, provided, of course, it doesn’t detract in any 
way — and I think this is the Chairman’s concern — from their fore- 
most mission. We would have to staff it, we would have to build 
systems that allow them to do it without interruption of the impor- 
tant work they do getting out these Social Security checks and re- 
ducing the backlog on disability determinations. 

Okay. On a portion of your testimony that has not been men- 
tioned today involves the very unfortunately interaction with re- 
fund anticipation loans and the stimulus check. You know, I think 
refund anticipation loans are pretty much worthless. I would prob- 
ably vote against them. I certainly have been concerned about our 
free-file alliance partners using relationships with the IRS to mar- 
ket what I think is an extraordinarily poor value to taxpayers. 

But I don’t think anything brings out what poor value this is 
quite as much as the interaction on the early return, and let’s talk 
about that for a minute. 

If I understand your testimony correctly, the way a RAL works 
is a temporary account is established, for the purpose of deposit to 
the account. So, for the almost 10 million taxpayers who purchased 
refund anticipation loans and 10.5 million who purchased refund 
anticipation checks, each of them had these special accounts cre- 
ated, and that was related to their filing. Am I correct so far? 

Ms. OLSON. Yes. 

Mr. POMEROY. Now, this account goes away when they get 
their refund anticipation check. So, it’s not an account the IRS can 
use for an electronic deposit. 

Ms. OLSON. Correct. 

Mr. POMEROY. So, the only way anyone who got a refund an- 
ticipation loan gets a stimulus check is by a paper check mailed 
out. 

Ms. OLSON. By a paper check, that’s correct. 
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Mr. POMEROY. So, let me just put this straight. Some of these 
people going to — some taxpayers, like millions, going to tax pre- 
parers that are hawking not just tax preparation services, but 
these side products like refund anticipation loans, knew at the time 
they were selling the refund anticipation loan to the taxpayer, that 
it would cause a two to two-and-a-half month delay in their receipt 
of the stimulus check? 

Ms. OLSON. In the — since the law was enacted in February, we 
would have known very quickly that we wouldn’t be able — they 
wouldn’t be getting a direct deposit. 

Mr. POMEROY. That’s right. 

Ms. OLSON. They would be getting a check, yes. 

Mr. POMEROY. Let’s face it, the bulk of the — the bulk of tax- 
payer business is, let’s say, March 15th to April 15th. 

Ms. OLSON. After the first wave, after the January 15th to Feb- 
ruary. We would have missed the first wave. 

Mr. POMEROY. Missed the first wave, but this last wave, which 
is substantial 

Ms. OLSON. Right. 

Mr. POMEROY. I will try and hurry, Mr. Chairman. The last 
wave, which is very substantial 

Ms. OLSON. Yes. 

Mr. POMEROY [continuing]. Comes in to a tax preparer. They 
are so desperately in need of cash, they’re taking a poor value RAL. 
The person selling the RAL knows, you know, “Okay, we will get 
you money right away on your tax return,” and what they fail to 
tell them, I expect, in each and every instance was it would cause 
a two-and-a-half month delay in receipt of the economic stimulus 
check. 

Ms. OLSON. That’s the effect. 

Mr. POMEROY. So, they paid good money to get their refund 
early, or their refund immediately, only to lose two-and-a-half 
months in access to the economic stimulus check. 

In my opinion, tax preparers have a relationship with the tax- 
payer. That includes a fiduciary responsibility, or something like it, 
in my own mind. Maybe I am being naive about representing the 
best interests of the taxpayer that is entrusting them to prepare 
the return. Not providing information that they’re going to delay 
receipt of the stimulus check by two-and-a-half months when they 
purchase at high value, relative to the refund, these refund antici- 
pation loans in my opinion, it’s very, very shoddy work by this in- 
dustry, and they include some of the best known tax prepares in 
our country. 

Ten million taxpayers on refund anticipation loans, another ten 
million on refund anticipation checks. That’s 20 million people, or 
20 million filers are going to be delayed in getting their stimulus 
check because it took refund anticipation loans. That is one sorry 
statement on what I think is a very insufficient industry. I yield 
back. 

Chairman LEWIS. The gentlewoman from Pennsylvania is now 
recognized for her questioning. 

Ms. SCHWARTZ. Thank you, Mr. Chairman, and I appreciate 
this. I also want to start out by saying that I think a lot of good 
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work has gone on, and on all of our behalf, to get this information 
out to tax filers, particularly to seniors. 

In my own office — and I personally went to a number of senior 
centers and retirement communities, and I got great cooperation 
from the IRS, they sent someone out with forms. My own experi- 
ence in doing this is that there were a lot of people who were con- 
cerned about — just as you pointed out — about filing a form with the 
IRS they had not had any relationship with for a while. My sense 
was that some of them were ready to do it, and some of them were 
not. That really speaks to a need to do this in a somewhat different 
way. 

To say to people, “You need to fill out this form. It’s a different 
color, you’ve never done it, you won’t have to pay any income taxes, 
don’t worry about it, the IRS isn’t coming after you” is not some- 
thing that, you know, a lot of Americans would take to, and par- 
ticularly — and I’m interested — you know, when you see all the 
numbers broken down by 65 and older. 

My question at this point is are they really the 80-year-old and 
older who are not filing this form, that were more concerned about 
it, their skills, their ability to do that? Certainly the discussion 
about use of the computer, just go on the website — I want you to 
know my mother-in-law is a really active 82-year-old, and she is — 
hates a computer. 

Ms. OLSON. Yes. 

Ms. SCHWARTZ. You know, and she hates those automatic dial 
things, too. You know, she wants to talk to a real person. 

But — and even suggesting that they should just come in to an 
IRS center is completely — just not realistic, not at all realistic. 

So, the question I have is what do we do, going forward, how do 
we actually really make it easier. I heard what you were saying 
earlier, about the possibility of some more automatic data transfer. 
Of course, even having seniors over 70 or 80 or 85, maybe even 90 
say, “Oh, just make it debit card,” you know, there are a lot of 
older folks who don’t believe in debit cards. They think that that’s 
kind of the way we’ve gotten into trouble in this country 

Ms. OLSON. Right. 

Ms. SCHWARTZ [continuing]. Too many young people living off 
of debit cards, maybe. 

Ms. OLSON. Right. 

Ms. SCHWARTZ. But — and credit cards. So, really, the issue for 
me is how can we streamline this process now? We have spent 
$300 million to get this information out. We still have, in some 
cases in Pennsylvania, 25 percent of the seniors eligible not yet 
having received it. They only have until October 15th to file. 
They’re probably going to be not just that much clearer about it, 
going forward. 

So, I really want you to answer how 

Ms. OLSON. Right. 

Ms. SCHWARTZ [continuing]. A little more specifically 

Ms. OLSON. Right, right. 

Ms. SCHWARTZ [continuing]. How we can have these agencies 
work more 

Ms. OLSON. Right, right. 
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Ms. SCHWARTZ [continuing]. Cooperatively. They’ve been work- 
ing cooperatively; I’m not looking to say 

Ms. OLSON. Right, right. 

Ms. SCHWARTZ [continuing]. What they have done is not ac- 
ceptable. 

Ms. OLSON. Right. 

Ms. SCHWARTZ. But it seems to me it’s got to be easier to do 
a data transfer between the IRS knowing who has actually filed 
and who hasn’t, who can be reached out to, who can get a letter, 
who can’t, by an exchange of data. Is that happening? 

What other kinds of outreach efforts are going into, very specifi- 
cally, reaching out to what I would suspect are the really more sen- 
ior seniors. 

Ms. OLSON. Right. 

Ms. SCHWARTZ. That’s just a suspicion on my part. If that’s not 
correct, I would like to know it, too. But how can we actually reach 
them 

Ms. OLSON. Right. 

Ms. SCHWARTZ [continuing]. So that they get the dollars we an- 
ticipated they — and get it soon enough. Because the idea of this 
was twofold: to help people who were struggling, economically; and 
two, it was to stimulate the economy. This is next year; that isn’t 
what we meant. We really wanted this to get out in 3 months. 

So, could you speak to those several issues? 

Ms. OLSON. Yes. 

Ms. SCHWARTZ. It would be very helpful. 

Ms. OLSON. The first thing I want to make clear is that I am 
not in any way criticizing the cooperation between the Agency that 
has occurred to date or the IRS’ outreach attempts to date, because 
I think they have done an extraordinary job. I said that in my tes- 
timony, and I honestly mean that. 

My comments about the — you know, the data exchange, are real- 
ly looking at it on a going forward basis. I don’t know whether be- 
tween now and October 15th, we can take the population that we 
know did not file a return in 2006 or 2007, and our own Social Se- 
curity’s and VA’s rolls, and then just look and see whether any of 
them got Social Security or VA benefits, you know, up to — you 
know, over $3,000, and then just try to get them a payment some- 
how, not ask them to file the return. 

Ms. SCHWARTZ. Right. 

Ms. OLSON. I think that would require a legislative change. I 
was mainly making that point on the basis of going forward and 
writing different legislation, if we were to do this again. 

Now, that might mean if we can identify those people, those are 
the ones that we’re targeting for additional, person-to-person out- 
reach, perhaps, you know, by the IRS, you know, folks like that. 

Now, I do think that the biggest effort that we can make now be- 
tween now and October 15th is to work locally, that we know how 
many people aren’t — haven’t filed in each state; we have some 
rough numbers of that — and that the IRS — as it has been doing, 
but even more so — with the Taxpayer Advocate Service and with 
Social Security and with low-income taxpayer clinics and other 
non-profit groups, go out to senior citizen centers 

Ms. SCHWARTZ. Right. 
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Ms. OLSON [continuing]. Go out to synagogues, churches, every- 
where, and, person to person, you know, reach out to these folks. 

Ms. SCHWARTZ. It’s pretty labor intensive. I mean, but you’re 
saying right now 

Ms. OLSON. It is labor intensive 

Ms. SCHWARTZ [continuing]. The way we passed it, we prohib- 
ited automatic 

Ms. OLSON. Yes. 

Ms. SCHWARTZ. Doing that automatically? 

Ms. OLSON. But I do think you can leverage 

Ms. SCHWARTZ. I think that is something we should definitely 
look at, going forward 

Ms. OLSON [continuing]. Your networks. The IRS knows a lot of 
organizations. My employees do 40 grass roots outreaches a year. 
If those 40 do a grass roots outreach themselves, you can really get 
out there. We just have to keep doing that. 

We will never get all of them, though, for all the reasons I identi- 
fied in my testimony. 

Ms. SCHWARTZ. Again, I would just saying going forward I be- 
lieve we ought to look at that. Again, I was not suggesting that ei- 
ther, you know, SSA or IRS have not done all that they could. But 
I think we are just — you know, we still are making it very labor 
intensive 

Ms. OLSON. I agree. 

Ms. SCHWARTZ [continuing]. Very difficult to reach out to a 
not-so-easy population, necessarily 

Ms. OLSON. I agree. 

Ms. SCHWARTZ [continuing]. To reach out to. Some of these 
numbers — that’s not the purpose of this hearing — is that there are 
also many people under 65, or not on SSA, who haven’t filed either, 
or haven’t gotten it either. 

Ms. OLSON. Yes. 

Ms. SCHWARTZ. We know those people, we could write to them. 
We could make it simpler. 

But, going forward, it seems that we have — we know who these 
people are. We have got to figure out a way to reach out to them 
and do it more automatically, be able to get, if not those checks, 
maybe automatic deposit to them. 

So, I appreciate your recommendations going forward, and some 
of these questions would apply, I think, to the next panel as well. 
Thank you. 

Chairman LEWIS. The other gentleman from New York, Mr. 
Crowley, is recognized. 

Mr. CROWLEY. I thank the Chairman, and thank you. It’s also 
good to see you again. Welcome back to the Committee. 

Ms. OLSON. Thank you. 

Mr. CROWLEY. I have appreciated the questions, so far, or the 
observations of the panel and your responses, as well. 

I have done a good deal of outreach myself to my constituency 
in a number of ways, to try to elevate the attention to the rebate, 
the stimulus checks. 

We have seen from the IRS data that has been presented to us 
that in New York State alone, some 440,000 New Yorkers have yet 
to file for their rebate check, like veterans retired and Social Secu- 
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rity recipients have not filed for those checks. I know the outreach 
that’s been done by the IRS, as I say, and the private, but I would 
like to know from you, if you could comment, on what you think 
has been the most successful and what has not worked. 

Has the AARP mailers been successful, in your view? Will the 
Super Saturdays — in my district, in parts of the Bronx, I know 
they were holding Super Saturdays to help catch the people we 
were hoping that would — they would get a hold of. 

What do you recommend that take place, or to help get this big 
number? I mean, this is still 

Ms. OLSON. Right, yes. It’s a big number, yes. 

Mr. CROWLEY. Also, what could we, as Members of Con- 
gress — 

Ms. OLSON. Right, right. 

Mr. CROWLEY [continuing]. Be doing to help? 

Ms. OLSON. Well, I think that the Super Saturdays were enor- 
mously successful. I think because it was a partnership with the 
IRS, with non-profit groups, with the congressional offices, you 
know, we really got attention on that, we brought people in. 

I think, if anything, we need to do another Super Saturday. More 
importantly, we really need to think about how we bring this to the 
individual, because some of these folks are bed-ridden, not able to 
get to the site, but they can — they normally might get to a senior 
citizen center during the week. 

You know, so can we do a Super Saturday or Super Wednesday 
at the senior citizens center in a community? I think the congres- 
sional offices can help sponsor some of those events, or publicize 
them, and also maybe overcome the concern that some people may 
have about the IRS doing it, because it’s coming from the congres- 
sional office and it’s in a site that the individual is familiar with, 
their senior center, you know, wherever. 

I think that that is — the IRS does have employees who work 
those issues, and I think they need to just be given free reign and 
the funding to be able to do those kinds of events. My own employ- 
ees are continuing to do those events throughout — until October 
15th. 

I am concerned we do have some of the VITA sites still open, the 
volunteer income tax centers, assistance centers, but there are not 
very many of them. There are only about 64 or so that are open 
between now and October 15th. In New York, for example, none of 
them are open in Manhattan or the Bronx, you know, so you’ve got 
this large population and we don’t have the volunteers 

Mr. CROWLEY. So, the poorest populations in the city, as well. 

Ms. OLSON. Yes. I fear that, you know, we really — we need to 
give support to these volunteers so that they will stay open. 

Mr. CROWLEY. I say that because 8 out of 10 — 8 out of the top 
100 zip codes 

Ms. OLSON. Yes. 

Mr. CROWLEY [continuing]. Are in part or in whole in my dis- 
trict in Bronx and Queens. 

Ms. OLSON. Yes. 

Mr. CROWLEY. So, this is something we really want to tackle. 

If I could just switch gears for a moment — I appreciate your re- 
sponse, and we’re going to continue to work on this, and I would 
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suggest to my colleagues we all need to look at this in ways in 
which we can be helpful, in terms of getting this message out — if 
I could just go back to Mr. Pomeroy’s question to some degree, and 
he talked about a different subject matter, in terms of abuse. 

I just want to bring it back to — and see if you’re hearing some 
of these same abuses that we’re hearing about, and that includes 
we’ve heard reports of some abusive practices by private tax pre- 
parers overcharging, or gouging, on normal non-filers with high 
costs to get the rebate, including some charging some taxpayers up 
to $200 on a $300 rebate. 

What, if anything, can be done to reign these practices, if they 
are going on, in? Is there something the IRS can do through regula- 
tion, or we, in Congress, can do through legislation? 

Ms. OLSON. Well, I have — I think there is a multi-pronged ap- 
proach to this. One is just the simple outreach that, you know, 
“You shouldn’t be paying these fees. Look out for outrageous fees.” 

But I have recommended since 2001 that the — that Congress 
pass a bill to regulate return preparation, so that people who are 
return preparers are professionals, as opposed to just simply being 
in the business to get fees, you know, and sell products like refund 
anticipation loans, and things like that, that there is some profes- 
sionalism put back into that. 

Then, coupled with that, then, the IRS needs to go out and do 
these due diligence visits, and look at things that are dispropor- 
tionate, in terms of fees. That’s a very difficult issue, but the IRS 
needs to tackle that head on. I have been after the IRS for — ever 
since I’ve been on this job, and even before then, to get them to do 
this. 

Mr. CROWLEY. Thank you, Ms. Olson. Thank you, Mr. Chair- 
man. 

Chairman LEWIS. The gentlewoman from Ohio is recognized. 

Ms. TUBBS JONES. Everything is going off, okay, except eco- 
nomic stimulus, anyway. 

Ms. Olson, talk to me for a moment about your own office, and 
your ability to handle the onslaught of work that comes as a result 
of these alleged stimulus checks, and the processing. 

Ms. OLSON. Well, I can tell you that when people can’t get 
through on the phone lines because of the level of service and the 
number of — the volume of calls that the IRS is just getting — and 
I’m not being critical of the IRS here, it’s just a fact, a reality 

Ms. TUBBS JONES. We understand that. Just say what you 
want to say. 

Ms. OLSON. But my people 

Ms. TUBBS JONES. You can be critical if you want to. 

Ms. OLSON. I had a — yes, I know, believe me, I will be critical 
when I want to be critical, you know, when I need to be. 

But I have a four-person office in West Virginia. On 1 day they 
got 86 economic stimulus calls. If you think about that, that’s 20 
calls a day per person, plus they have a workload of about 42 cases 
per person at any given time. So, no work is getting done in that 
office, if they’re needing to talk through these concerns with indi- 
viduals and reassure them and help them. 

The calls are enormous to us, as well. We have gotten, since the 
beginning of the year, about — over 3,500 — about 3,500 cases deal- 
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ing with economic stimulus. Just this past week we got 300 of 
them. So, they’re — just since Monday we got 300 more cases in the 
Taxpayer Advocate Service dealing with problems with the eco- 
nomic stimulus — not calls, but cases. 

So, it just comes on and on, and I think they’re just some of the 
kind of things where things have gotten messed up, or people don’t 
know where their payment is, or there is — maybe there is identity 
theft in them. 

Some of them are injured spouse cases where there is a debt that 
one spouse owes, and we’re going to grab one-half of the economic 
stimulus payment to pay back that debt, but the other half should 
go out to the other spouse, who is not a debtor on the debt. But 
the IRS systems aren’t doing that consistently, so the taxpayer 
won’t get their payment, and we have to get in there and get that 
payment. 

Ms. TUBBS JONES. I will say this. If I had known then what 
I know now, using that as a step toward processing, what would 
you — give me two recommendations. 

Ms. OLSON. Well, one would be I would really take the lessons 
that we have learned from this and come to terms with it’s better 
to get the money out to as many people as we can who are entitled 
to it, and tolerate getting some of the money out to people who 
maybe, you know, they have debts to the IRS, or you know, to child 
support or something. Let’s just get the money out there. Don’t put 
so many exceptions into the rules, you know, things like that. Tol- 
erate some payments to people that we wouldn’t necessarily ordi- 
narily give refunds to, but allow it so that we can get the money 
out there, if that’s the goal. 

Because I think the biggest problem with the economic stimulus 
payment is we have got this general statement saying, “Everybody 
is going to get their economic stimulus payment, except you and 
you and you and you and you and you and you, and then there are 
special rules for you, over here, and there are special rules for you, 
over here.” 

Ms. TUBBS JONES. Only time will tell us whether it has really 
been stimulus. 

Ms. OLSON. That is just a disaster for 

Ms. TUBBS JONES. The dollars that we have expended in at- 
tempting to use it, to make it a stimulus, and in addition to which, 
dollars that could well have been put to use that might have made 
it better for Americans across the board versus throwing it so that 
we could spend it at Wal-Mart, K-Mart, or whatever-Mart. 

But what else would you like to tell me, Ms. Olson, in terms of 
second thing that if you knew then what you know now? 

Ms. OLSON. Well, I do think we should do what I have sug- 
gested before, which is try to figure out a way to get automatic pay- 
ments out to the population that already isn’t part of the IRS, the 
Social Security recipients, the Veterans Administration recipients, 
you know, who are not filing with the IRS. 

Ms. TUBBS JONES. Would you have suggested, then, that that 
had been their responsibility, versus the IRS, or we should 
have 

Ms. OLSON. Well, again, I want that to be explored more, but 
I really view that the two agencies, between the two of them, 
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should be able to identify who in that population was eligible for 
the payment, and then we should have figured out a way to get it 
out to them, rather than asking them to file a return, you know, 
and come in, and do some affirmative act and get it. 

I think that’s a problem with that population. It’s asking too 
much of them. So it doesn’t surprise me that we’re not getting the 
pick-up from that population, you know, that we might have hoped 
for. 

Ms. TUBBS JONES. Then a lot of people said, “To heck with 
spending that money, I’m going to put it away, because I could use 
it for something more important to me than going to a store and 
buying some immediate piece of whatever,” in terms of stimulus. 

Ms. OLSON. I am just worried about getting the money out to 
them. I don’t know what they’re doing, once they get it. 

Ms. TUBBS JONES. I feel you. Thank you. I yield back the bal- 
ance of my time. 

Chairman LEWIS. Mr. Kind is now recognized for his ques- 
tioning. 

Mr. KIND. Thank you, Mr. Chairman. I want to thank you for 
holding this important hearing. Ms. Olson, you have been very gen- 
erous and very kind with your time here today. 

I would agree with your last statement. I think the greatest ob- 
stacle that we have for the non-filers, those who we’re trying to do 
our best to reach out to right now, is inertia, trying to get them 
to take some type of step so that they get into the system, and then 
qualify for the stimulus check. 

But let me just redirect you on a different line of questioning. My 
pet peeve — and I expressed this earlier in the year, too, when we 
had an earlier hearing — was the tremendous amount of money 
that’s being spent on not one, but two notifications to tax filers in 
the country. According to our calculations, it wasn’t just one notice, 
pre-filing notice, but also a second notice that went out, close to 
$100 million in just those 2 notices. 

So, $1 out of every $16 that’s going out for stimulus is going out 
or being used for basic notification purposes, going to traditional 
filers, the vast majority of whom filed in the past, are going to file 
again, will get automatic stimulus checks, based on what they file. 
The vast majority of them aren’t going to be contacting the IRS for 
additional information. 

I understand the importance of outreach and notification, espe- 
cially for the non-filers out there, and the job we have to do. I just 
don’t want to be critical of the IRS or what we are giving the IRS 
direction to do, because I think they’ve been doing an incredible 
job, as far as turnaround time with not only the stimulus, but with 
AMT late last year — and hopefully we’re going to be able to avoid 
a late AMT fix for the next fiscal year, and avoid that box. 

Ms. OLSON. Thank you. 

Mr. KIND. But I would like to, you know, in the future, with les- 
sons learned with this latest stimulus, perhaps work with you and 
others 

Ms. OLSON. Right. 

Mr. KIND [continuing]. To see if there is a way we can tighten 
up the notification 

Ms. OLSON. Right, right. 
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Mr. KIND [continuing]. For these stimulus measures, so it’s not 
just a broad 

Ms. OLSON. Right, right. 

Mr. KIND [continuing]. Overreach, and I think a lot of redun- 
dancy out there 

Ms. OLSON. Right, right. 

Mr. KIND [continuing]. And perhaps find some taxpayer savings 
at the end of the day, while still getting to that harder-to-reach 
community 

Ms. OLSON. Right. 

Mr. KIND [continuing]. That we want to reach out to right now, 
who traditionally wouldn’t file. That’s where most of the focus has 
been. 

I know the IRS has been inundated yet again from questions 
coming in. But my guess is that it’s not the majority of those who 
are receiving notification, the traditional filers, and they basically 
have to do what they have always done in the past. So, maybe 
there is a way of being able to tighten that up, and with sugges- 
tions that you’re offering today too, have a better outreach with 
those harder-to-reach individuals. 

But, you know, I was never a great fan with the whole stimulus 
idea to begin with. The thought of borrowing $160 billion from 
China to give to people to fill up their gas tank and sending the 
dollars to — it didn’t really seem like it was going to have much of 
a stimulus impact. 

But this past week I have been back home, battling flood waters 
with many of my constituents and communities in southern Wis- 
consin, and I know that this, the timing of the stimulus, is going 
to be welcome, whether it’s $600 or $1,200, whatever they get, in 
trying to help them get back on their feet. So, in that respect, I 
know a lot of people have been struggling to make ends meet right 
now. This little bit, as far as the stimulus measure, can go a long 
ways to helping that take place. 

But if you have any ideas, as far as outreach and notification 
that might save us money and have a little more targeted version, 
we would be interested to know. 

Ms. OLSON. Well, Sir, I think one thing that the IRS has to do 
is we have had a — if you look at this as a grand experiment, we 
have had a real opportunity to learn a lot about how to commu- 
nicate with taxpayers as a whole, and with hard-to-reach popu- 
lations, in particular. What we really need to do is not after this 
is over — you know, “over” in quotations — we have to sit down even 
now, and then on an ongoing basis, and say, “What have we 
learned, and what is better?” 

I know that the IRS wanted to do those mailings in the first 
place, based on its experience with the last tax rebate in 

Mr. KIND. Right. 

Ms. OLSON [continuing]. 2001, hoping to fend people away from 
the phones. But I think the complexity of the message was so 
great, and the contacts just generated so very early, and people — 
you know, the message was, “You’re going to get your money,” and 
people were like, “When can we get the money,” and they were 
going to pick up the phone and call. 



49 


I think we just really have to study how we deliver a message 
like that, where we deliver it, who delivers it, and at what level, 
whether it’s national or, you know, area, or local community, and 
what is the best way to get out what parts of the message. I think 
we’ve got lots of data in which to learn from this experience. 

Mr. KIND. Right. 

Ms. OLSON. I will certainly be studying it. 

Mr. KIND. Right. Thank you very much. Thank you, Mr. Chair- 
man. 

Chairman LEWIS. Thank you. Mr. Neal is now recognized for his 
questioning. Congratulations, Mr. Neal, on Boston winning. 

Mr. NEAL. I appreciate that. 

Chairman LEWIS. I know you’re not from Boston. 

Mr. NEAL. I played 

Chairman LEWIS. I know you represent the home of 

Mr. NEAL. But I did play a heck of a game. 

Chairman LEWIS. You represent the home of the beginning of 
basketball, Springfield, right? 

Mr. NEAL. It’s true. It’s nice to return that trophy to where it 
belongs. 

Paper correspondence. Crisis proportions yet? 

Ms. OLSON. I think it is in crisis proportions. I think, you know, 
once we get through October 15th with the stimulus, we’re going 
to be dealing with the fall-out from what has happened to the IRS 
in handling these calls into the next filing season. 

Mr. NEAL. What does that mean to the taxpayer, Ms. Olson? 

Ms. OLSON. Well, for the taxpayer, if someone writes in — gets 
a notice from the IRS — let’s just give a simple example — saying, 
“We see that there is a 1099 on your return, a W2 that you forgot 
to list on your return,” and that taxpayer is a victim of identity 
theft, it’s somebody else’s information, the taxpayer writes back 
saying, “No, no, no, this is not mine,” if we don’t get that cor- 
respondence to the person who is working that case, that person, 
that IRS employee, is not going to know that there is another ex- 
planation, and they’re going to go ahead and assess the tax against 
that taxpayer, and the next thing the taxpayer knows is that 
they’re either going to have to go to Tax Court, or request an audit 
reconsideration, or they may be in the collection arena. 

Mr. NEAL. Thank you. Thank you very much, Mr. Chairman, for 
that skill in getting my question in and promoting the Celtics, and 
a reminder that that championship trophy, the Lawrence O’Brien 
Trophy, is named for a son of Springfield. Thank you, Mr. Chair- 
man. 

Chairman LEWIS. My pleasure, very delighted. Mr. White, Ms. 
Olson, I want to thank you for your testimony, for being here 
today. We look forward to working with you to reach taxpayers who 
have not filed a rebate check. Thank you for your good work. 

The Committee will recess for a half-an-hour. We have a series 
of votes on the floor. 

[Recess from 11:34 a.m. to 12:14 p.m.] 

Mr. MCNULTY [presiding]. The hearing will come to order. 
Chairman Lewis has another commitment at the present time, and 
we hope and expect he will be back at some point during the testi- 
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mony of the second panel. In the meantime, he has asked me to 
reconvene the two Subcommittees. 

I want to welcome both of the commissioners for being here, and 
for the tremendous job that they are doing for our constituents all 
over the country. I would remind both commissioners that your en- 
tire statement will appear in the record. We ask you to try to sum- 
marize, if possible, within 5 minutes, so that we can get as many 
questions as possible. 

It is now my pleasure to introduce the commissioner of the Inter- 
nal Revenue Service, Douglas Shulman. 

STATEMENT OF DOUGLAS H. SHULMAN, COMMISSIONER, 
INTERNAL REVENUE SERVICE 

Mr. SHULMAN. Good morning, Chairman McNulty, Mr. 
Pascrell, Mr. Brady. This is my first appearance before Ways and 
Means. I am two-and-a-half months into a 5-year term. I have got- 
ten to speak with a number of Members individually, and I am 
looking forward to working with all of you while I am here. 

As you know, I am here today to discuss the economic stimulus 
legislation enacted by Congress last year. The responsibility for dis- 
tributing this one-time payment to taxpayers was assigned to the 
IRS right in the middle of filing season, which is our busiest time 
of year. Nevertheless, we understood that the point of the economic 
stimulus was to provide a stimulus to the economy, and so we tried 
to balance getting the checks out as quickly as possible with some 
of the operational realities of doing so. 

I would also just like — before I say a few words about the 
progress — just to recognize my colleagues from the Social Security 
Administration, the Department of Veterans’ Affairs, as well as my 
colleagues at the Financial Management Service, who are respon- 
sible for actually distributing the checks, once we identified the 
amount, et cetera. The support in partnership was phenomenal. I 
think it’s a model of how the Federal Government — at least I would 
hope — would work. 

As of June 13th, we have distributed $63.8 billion in stimulus 
payments to over 76 million taxpayers. I am proud to report that 
the first stimulus payment was direct deposited into a taxpayer’s 
account a mere 70 calendar days after the stimulus legislation was 
enacted. I will tell you I came in the middle of this, I started March 
24th. I have 3 meetings a week with the 40 people most responsible 
for stimulus, from technology to operations to customer service to 
compliance, and it’s really been a phenomenal job. I am quite proud 
of the people of the IRS who made this happen. 

In addition, outreach was incredibly important. As a general 
matter, we tried to publicize that all you needed to do was file a 
tax return to get your stimulus payment. We also paid special at- 
tention to the potentially 20 million people who usually don’t file 
a tax return, but needed to file a tax return this year to receive 
their economic stimulus payment. 

We partnered with AARP and the United Way, just to name a 
few. We ran what you’ve already talked about, Super Saturday. We 
opened 320 of our sites and 400 partner sites to seniors, veterans, 
and low-income workers, to come in and get their stimulus pay- 
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ment — by filing their stimulus return. We worked very hard to 
spread the word. 

As you know, as the nation’s tax administrator, we did not start 
this process with a master list of those Social Security and vet- 
erans beneficiaries who are eligible for stimulus payments but usu- 
ally don’t file a return. Nonetheless, through our outreach, I am 
pleased to say that, as of now, we have accounted for 15 million 
out of the 20 million people who we thought might be eligible. 

I do want to correct the record. I know a previous witness said 
that we had found seven million people. We have actually ac- 
counted for 15 million. They have either filed for themselves, or 
they’re listed on somebody else’s return. 

While this is good progress, we also recognize that there is more 
work to be done. So we’ve planned an outreach campaign for this 
summer. We’re going to entitle it, “It’s Not Too Late to File.” 

Today, we are distributing to your offices and offices of other 
Members of Congress a packet that will give you detailed demo- 
graphic information about who in your District might be eligible to 
file a return and hasn’t yet filed. We would love to partner with 
Members of both Subcommittees to try to do outreach and get more 
people into the system. 

We are also going to send another mailing. We’re going to do 
more media. Just this afternoon, we have a conference call with 50 
Spanish language media outlets to try to promote to people who 
haven’t yet filed that they can still get a stimulus rebate. 

Let me just give you a couple of on-the-ground observations from 
stimulus program. I have been visiting our taxpayer assistance cen- 
ters, and our phone centers, during this time. Any undertaking 
that is this large and complex is certainly not going to be error 
free. We currently estimate, though, that over 99 percent of people 
eligible for stimulus who have filed their tax return are on sched- 
ule to get their stimulus payment on time with no issues and no 
problems. 

To give you a sense of, when issues occur, how we’re trying to 
attack them, let me just talk about the child tax credit issue that 
emerged. We found out about a month ago that there were tax- 
payers who didn’t check the box correctly on their tax return, say- 
ing that they were eligible for child tax credit, and therefore, 
weren’t getting their stimulus child tax credit. 

We also found there were some software vendors who had a 
glitch in their program. When returns came in to us, they came in 
improperly, and so people weren’t getting their child care — weren’t 
getting credit for dependent children for their stimulus returns. 

Under normal circumstances in tax administration, we would say 
either the taxpayer didn’t do it right, or the software vendor didn’t 
do it right, and so we would send it back to the taxpayer and we 
would say, “File correctly”. They would need to file correctly to get 
their stimulus payment. 

Because we know it’s so important that we go the extra mile 
with these people — about 230,000 — we actually now are correcting 
their return for them, correcting the error that either the software 
provider or the taxpayer made, running a batch of new stimulus 
checks, and in July those people will get the extra $300 per child 
that they were due under stimulus. That’s the kind of thing we’re 
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trying to do, is be creative and be very aggressive in making sure 
we fix problems as we see them. 

I’d be happy to answer questions. As you know, our phones have 
gotten quite overloaded, and we have worked hard to manage our 
resources against those. We are using the same people to run the 
stimulus program as run filing season. We’re doing the late AMT 
fixes to get ready for filing season. So, this hasn’t been the easiest 
undertaking for the IRS, but I’m quite proud of the work we have 
done, and I’m happy to answer any questions. 

[The prepared statement of Honorable Mr. Shulman follows:] 
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Statement of The Honorable Douglas H. Shulman, Commissioner of the 
Internal Revenue Service 
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iii'i':". ills - nit in rawnui im reinm Wl int yi.ii=r : jl i» our <si|j.c< sv>J piHinw ni 
FM3, iSA, ini ilidVASi ihdir Lwpaiaron, m^pcA prvpn:£i«riniili:jii. 

This nprirng I mill itettailK far y«l lKW*t nnpkmrnM dipiJiKMi-nCtt il 

cftJtluC. I 'J-nll rHnm h .1 ujir mrtrtpgh cH5HJ IB [iillf* l Fiig Hill DTTiScTlS St' rggl-i n|h<rm 


I 



•!:<* A'biu ilnj Nv ft* 1 mimolu! pqjmml, lp>t ulmliidiai I : n1n*jl llWOOi HU Cilif^ 
r: l|ll :nnill! | will dj-lj -Jr-iniel Ihtdimn 1UTJ5DI UB itUmilllS promKIirS 35 '*fll ■>) 

vrbcrc - we Ed hr-”’ hto:. inriutlint * new ihist=b 1 pm^un ihji ■. dbiguiod to reach ihm 

whvluvc nil prl lilid ai 2107 FliIli.jI ii'f-'.‘H!«'.* IKi P.T.I” 
l.ragikrniL*a1in|i Ihc* Boiinl'mili SciliililUfl Fragl'blii 

On J'ihrujrr 11. SMfcv Ihttlikfi: HtlSh M*IIHl :nln law i\k Ewm-rn: SOiBidui Ail -hT 
Jllli’ TTlP AjsI wuH-'ipiial In bo ■ rtfcdifl SOiitdmk ^jovrih ntcLdrfl [hit piftl mimcn.' 
■tin ilk* hjikla -si Ammoui tKri.en- md DusiDiJ'flj’r SperifvcaJIr. H= Adt (minded 
-j. — ei | u 5 :v.v;nrii’-. r appnu— ifcly I II II 1 1 1 1 1 Lj tj Alllcl hIKJI hatlHbcfda. 1 he IdiTTl *T 1 1 

oli£ileik did sdzt id k detomined by the IRS b*™J oach BipXjiCr'k 2D0T 
•diviltuil ■:■■ rriimi FV Ad LiivinDnCd riiMMlUl IKVIIKM' bdlli; dlllrbulol ihwph 
jir :■ i ' : 1 1 1 l; i:d iiinmcr » u id hdp Ihe iwemy =®= quiilEy “■ i»^=alilr. 

Uikidf iht I = |j i 1 j 1 1 l< ri 


■ linhtnliiik iik: £nmli«i inn ■Js^fblC ID DKOIVP Up to V* II fnr i rvi v i if i l 1 1 ■. .m| 

A minimum iiftlrtiipn pnvjn u>d SUM) per taupte would 
lie jv.iilililr ID dliiie H illi II ICiiW SjjQUO of qikllil>in[ mrnnv i k:*r pivniunli 

u-ould be 3 '■ n 1 1 r h I . ■ I ■ 1 r-.vri.iirv.* ! r illi .(■: . Jill ltI LI', r:. InpOSE Lii'iliill , : 1 ’ . ■ ! 1 f W 

singles did SI JO, KO tx nunuifl coupies filiru. jmrtly It win b? pkivod imi Tic 
Impaym-ilwk? ttww branc ihneduilds Tospiyci!. nuyqulrfy by lilmp .•* ia> 

ItlJ 0 ijt KHJT aid MCliidlllK Cl vrahd Social Swnrily niim'in-rri liv. ii l.n inlun 


i L' . ■: rv. ■Mi 1 (li ; .ihk fur vJ'iiinlic. I : _ lire :J 'r*. I : I _ j.Dj I LI '= (.* u I Jik . 1 1 2 ■ iJlfO 

per child. Ter euotple, ihii »wld mcmi op to 1 1 SW for an digahlc ccmffe *lih 
Ivni rflilil-in 


* IIl-l: :!■!.- *lv Df Iv.Olll Hft'lTliy aid C'=1aill evk-rnv' limr^ik Kir jlk.- LliyldC* fcf 
nii in p.iunm! ■ Th»d who «MMiw ii Ikm S J.00O Iwra «p~-Snpiian uf 

hCIMl)l» l»E ihcSC IllUtfllJll Hill nw« piyminli. [lir IBS mid TldUUiy 

rs^arhiKTil jil ™ L^ JuvlIh* Wtih lllf l^opi-JirTKIK irf .AlSlieF. Mill [111: 

Social ii4avi ty .A^ninJ rtrsboi, pluas.«:ili h-imliutay <n piauilofti. main 
llul ill dejihlt illi i illuolv DIO oUo K lOCCIVf ifKH I'JV n* r . rr*. 

WhmLbiv lep.iblilimi Wjv eiLklCd, dw IKS UWin ”0 imil^ ?IKEi aim. 

| : | ..- |l '-. * , i n r* r >. p-.riVV' * n nr I Vi nr.llkvi uidld ilkS I iiIllJI IlkjjrllO lilv r*.-: n li ■ ■! uin |_ 
H lypeil lii nu t :jv: V. hit III ldj£rDtl ID SB ■Siamtm! "f ||k rri.iih.-n hi: -limiilu:.: 
lEliisluion.illiP ll|:il|| iCI V*r| u.m ii*iii|i::. _!l\I I". I ..I 1 .' 'J ,i-. Iiii: il-. ■*! I''.*'. 1 J* j! i'-'J L''.'. 11 .' - 

1 1 i i I I m* til lid 23 mdliHI MH|U||«K Am bKnmd« <F bjwi. In lid" Allu-nLHlivr us 

Ui (aMT) m fai Y**r Jrttn, In index in o^ilinieiii riio AMT fly ir>3 r>v defdy Ihs ilin 
or ihi soil, lilii^ Mwin. iu«y orfoair »>iKmf pcnwiwl wnrtal mgbs ml uttlmlt, 
iniliirii-|; , flvp Holkloy raw". 
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Slm»tw;Oiitr'vh 

lmp*.-n«rtnn *•“ ^ :lrTl:lll ' L ' pajimcnu pmcmeil J s^iillnt rhtUnee bit 

taiunuiely, * wu cup will 1 . «hi«h ihs IRS hri miw lwc*i»i"D*itpeai luil 

nurluj aiimljr ii.- n-l_" ‘rn in 2 H 0 ! . KllHI 111 E-XpcnOiiCO S 2 WI , MIC IKS l( 9 *l»d -1 y 
imdMP.t'i !«##•■« 'WcwarAM. ismuii ■ < Jii'iiht, tiili'.hLi IiajajiCi qua 1 1 Cub 
diyifcilty &H & :iii:ulub jMyiMTI 41 lIVu!. m.'aI wtlft KCBI 1 S, l'?nV. m^lAyi la<rr 
rfaiuirvd in^k Wn knF*" thil Ihi' jipa‘> li^jilu.-oii w«i ilr inane aim piqued ihin jb 
: uil mi jjfyihity ihji remould do 10 address icspjyerrji»?™is up inin; would Vflii 
Ihc oeenO' i® “w II 3? wipiyrrH 

Our firsl evp "am i iinki ip ■ - 1 1 1 n:: n ilimi .Li "m I i -1 . :■! I." jin jMc mi uUJ r I I 

IRS.pyi u #.«! i;t ilui was line readily auuiliblc in 300L In 1m Him* "■«* ifl«r 

rTHrtmml. £":■ !R 3 juiiCtfl -rn ill udiMlri IL'IMIUI III Ihi ihCT.. lull '.■ililLS All. ■!:: Wtll K 

i, Kites flf FfctquCIity Asked OUCS liens- l,F.V3> Slt«1lv IliiTridlrr i i diodd lwji 
inriiirr.i:i :i-il pihllihcd cm r JiL vwttuiee |Huvklii^ Lhc "limrag cd chocL dismbmiai baled 
■fu, i Ik Iui trn digiii-dl I Ik "HkjajV?" Snciil Swmiy 'J-jhIh-i In K&Jiiian, Mir attain; 
p-.-i.l: .1 a :iIl-jI:Pa"h Hit lii: LuC payer in 'Jd'.-.imi.-. IhC CSIirTVrjed NK AlKIllS « "at -in* n 
mmjlus jtcmins tim'd an die iruppyer'i vniipe niwinntaiH**- 

WMlfa wcbm jsrc'vidcd an :mporli|il ri.-w kid In -iinuiiunuulE- villi litpOyei'!: aloui 
iIm ' ■ ■ I ■ i i piT'Tpjfi, we In ew wt-eould rpH roly on n cicl lately n» ihr menu In !»«•"- 

■II irapaym. Ai a raull, in mid-WiivK |h= IRF imiled ■. racial » I4H jalbon 
lu|w«m, nlip.li Win JUIlMIMed llW Stimulus lilgilllJliHI. Thu pninjry pirprw ijflHu 

ndiod wtl |". i.vinm.nii'.in III r.i"i _ i«>n\ Mill Miry Ikmkii in : railm'iy, mCTC theft El It ■ 

3>r lcw ioiitTi mi urder w whIh t uimdus paynKUi. 

In jddiiMm, die imtice hid etuoil alher ntgodiwea: Pinl, il "ii teiBj™! rapliin He 
llirrr;liii prymm!-:, L>linoi!ir^j. Ihc pililh: mil llic pur^dM Od IhC 3 df; >lE£jGn jlid StUlll^ 
public expMiriGKns bfr dncnbnu; ho™ alict'ljq. - «n>uk he itimniiml Fttond, -n 

:lcni:nl ■ - mi 1. 1 ■ l!:: I ■ 1 r.- 1 i l > III. ■ -In. in. ill - '■ III. Iji.'.r-ir' 

Specibcillip, on iinlia; noncr ImDTt-Eiliraii lo»w ilipi i|imuu> pijmieiAi wnulil be 

riirrrjn; in 2 la d -j:m|Im k«:p; iliiii; lid Mil- uCiiikMIIU ,i| lI|kI< l>VjM|{tl un. .j isiill in 
espsdbB^As bchtinnrji al^di (nflba eiimnlw lupilKiim. He mnimt nu mu: 

ilarijnnl IB LiApmz ttlli Liul" I halt WJM CM d well CXTiCd lililizil. rUTTKC. u.nli p 

simple a’d dircci Mplimiiun. wuM alinnuin — il-,™ ■: 'mulli m ilir IRS pel nr in :i« 
A|nil I ?' 1 iiniiiYwj ji. :iiiuiii liluip dc-jJ.iiL". Iiiii uauM be cnKini » nMin»iirn|{, |R$ 
service teuels in IVT"ni!in|; » Ihr n-i— :il cunte nflm lelien :nd 111 Itfilfp; IliM—: IH 
:Ln-[j Me in^jjii oTihe lilni£Musuti. Icidddihnn. ihc nti'i'c . IJ i«r imppirtnj in 
mln'miiiciMl wthsitei in Vn npiRS iojII -iniiiri 

Arnuher nsnwn Fbr Mir nrtvs “ik hi di fTcrmiiui beewten frfuidi Mid uhuiIus 
| uyiiiciiii. S^cee die ocnrnmic ilimilusxpTnmlionTr'idipAid viihifcciurnnil ilIih-.I 
Scale - . Iht rP.Miu^ mijdHirEd: IlhrHlifTcTiuiiilM in Me I pu da lie, I i lYirlM ..lid II iTpIU rr/I "i r" rj 1 . 1 ’ 
rwu pciiTTuntj. 


3 
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| jpiilly. : " lit F. ^s|K-:l tii&J III. ifelicc v imld liilv iii.i.l* 7"... ■ * Lli 1£JII ! j dpuydl Ts dl i I" O 

iiii/jin, midi ks union, wtaa B|y bt- rfijiblt for ih.r -Jimirv' piymmi, hii ydm miy mi 
1 1 1 pi hi - 1 -i I ii- fil I7^_ j la?, return. In Mfl! 

ih'i il l’ .Inni; iV.-TiYi r.-. tfrl J I l.'ly i I 'JJ 

In uliMimr. in liuiiciiii . idlvUuita wha teUiaTly : .li a :j\ mum. The IKS 1 1 ? nrodoJ !' 
rcicli C'M fo nmi .>ni! ofindmduilt who 4" r*H itnnnilly lit ii* itninu, "sui wlio wen: 
cr jJIiIl *:;i .in Etttlhf'll: jJiiiiulll- |iC.| m.-ltS HU Ilklu.VC IV.'ipiin:* Of" SjC-jI Swurilj 
.-Jill ctrjm yrarau' htnnfiijs. Throe "te nr ntd >J lead. JldHB Svnn iiy ofcuUnctea 
grbtfif&a t:i'iii Uil-jl- pin^uns art! dipifr'v w rdte-tf slimifos p^jym^il? 

Tte IKK ha vwa bad. cLasdy with *w Uepinmeni. o( Vrami Afliin (VAI «id Ite SikuI 

Spouily ■\i>""iijlnr>M'(SKAh^l"n4'''ih KMfcury vTpin^iiiflrt. itehonte 
Aiiierlc ji Auuluian afKound Persons i A^KPl lu jlcr m tin- dm It ih.ii :-l* muj -r 

qdtfiblv for “I" hliiniihj. pjmniinl uni -h:i*. a miiLi ".■ I 'J.. Li : II. Ifni ■' 'ik I J >1 1 I A 
rillMTl. 

Luiip .] 111 ] compiled by ite iiA ind cte VA, Ite IH-R ^-ri in MiclIi ■ puLiy-: id 
infomuCkiii In liver niilliiiii iiitlivpiliila 'A III' Li>l not rtec h 2 < MA I Li rcpjpi. The 10- 
pi|}e i« potkiBi wu dosTHd b infor- ilw r^-ipinii iU:iiit'-Ljjiinuli[9|ijj«tMJi <ic 
liiii'.nl nil iIk wJjHTiiiiF.il frucihi.l Irif i I k roclpiim to • Ite a » iiirorTK tat rclym 

fT-dj IKK' uiifocfcih ullmii iacA niter ibnYb-d-wvll. Or. 1/jrdh ,**. MO.rtuilPShclil 
b Vjptr ^linJ-ay.' 1 -> ijn-rn uhiHi the IRS u:sl -r--. r r> :if il -1 |ju1ik:ii .ircitil h.ml Lilb OC 
li'._-,.-in ..::...hi>i'!l in i-!|np n r-j J l 1 1 IhOK. 1 1 1 1 1 ■- emit .■■"'■■. ill;, .iv nn ■ . ,|.n 
fo file 5Ti inetTTTK t^t ryllJTTli hnl it he* were hr I Ifj MOM f i'i I _ oil li'l jl U 1 :°h i Vinci 1 1 

Cti Super Sw.ypiay, jppeKiniiidy HP US uflictd wat upta iu petpire the simple Form 
I WiWk rbr piuplf who were tilipf, s rrlum 5ofoly In nxi*iv« fc-ir jiiinJiu pivnimi. IHS 
pirjnm fK*i ■*. Llnliuil W wy et Amcrici, ind at altera nba opened Ibor 

i'IIijli; .mi, I mada alter rptsiil rilart! on Siper Silunljy &■ petdi «ii in ilmc with 
nminlly wnu ml i lzl| li i : lsJ In !:Il" u Lii : ilUiil 

I'll nn rl Lliihriliiiliiin 

-t- IKK tepisilirihliijiiihodibiooatemlc siimuhapaymmlson ftpn‘. 20. iOdS, ■■Iwfc 
was -J-^lilly nf jcterteo "hTpej]! J-enc I J JiKM, fee IES hwi iinuiuul fu^aaio 
In b.rLT Ml miiIIkvi I li'. frj tilt 10iallr|^ dlllhSI V' h v' ..Mil. Jt zJiIuKKI. nf,- -I millin- nr 

Iht HI millinn utdividiuli on Ite lid prpviilal Tgr KKA wwl V.t wIhi we« dl^ilda kx ite 
tliinulicH |idin:iiJ>. bui •• lu llHmill> <M IM( flit t Nlink "i tod a SOOT In mirn Thin n 

■.'Hp<r:cilloriho!l!ini*viilm|jhtMvhiimLhcini;:i=ir;kHi ptjle: nil uni inMirclt 

Adhitei ii ini riulbin iti wnu did ruv mcdi :te SJ.ihXi ncvimt ih-citeid Ihd win oKtaMdy 

fo Ofjn'ify fe lb - -eMnnliK pj.nTijTi 


+ 



Wi cxpcvi 1 ^ owdriwo pnruee-. an- Mist ■!■_!■.■ |uv.' eortt lui dipso mdinditilj w'-u Mvc 

■IiiiiIy tilled || JUQf? I r.i.v-fn 1 ir-i n| 1.1 n I 'V-'n 3la:i -rlmil 1c I k- uiililkald i>ili‘U3Lh M IIWSP 

r.Trp-jiinj S imXliHi hdivjdllilS 041 the EJ5-A Old VA Mill wbo -do b?-l nc|«rflv fill: hi 
I nome I'M rauru. wlm mpy ■*; n-iijjble- fin lit tiuiiulut piViik-aii. 

Sh-Tlly .ifirr rfiif haring, wc will t*iid J tW 3 Hl nbtHP 10 "’OSt I JJCPTJ'U 1 '! frot® l,K 
H 5 A>Vi\ IlSlS Who luvpn«>cf fitfld P n*M", imiinAs* Sfth lltjf miv ’So liable Ik 
ill- *RTuliw p^vrrwti uni poivir iif; dim ei^rvdNni; dur r^H. induing miiiueilut* hi 
Iwwwfik 

Wo plsu tJ:i- iii o-TTfilnv in igproi-ure pud Ik TrtJikni Hmpaipi for whMi *i 
SLtHmn. 'Jl«ti™pDrihtcijnpipi will h: -Tfi nuiTM'Lait-it'V*:!" 

Wo oip'tl IP vlirlly |inivkt cjlIi nf g-r- jf 'illi-Ci villi !h! MUKK ||»«ll«.-l oT 

qufllll^mj naif Lon b> coinly wr-mi;n-^.-iially n liMii'l 1.1111 l.'nirm. Weilspaft 
grv -g-t- Iu-m Mir field lliedip Si-jOi jllll! 'Wrtl uilh ||w |cvil ni--vr>: iii/lctr lizn'iU Ijlt 
counry aid in j-ror Oendp m In ip ilw w-.rd aui. 

Wu arc plw truly nr Lne]i IH.E cdlltii upiil on specific hdir-npiyr.. i' r-rioiiil, k-pnmde 

■ riii anjirji to Ihoop lihfi w-jni; in n I Ip ^Jiikmu pt would be htfpy *> Hork wflh you on 

Xjhviii. OhOuJi Hldlffi VCur DnTUI IP £ll Iho *™i md 

I Wll'lid - 1 . J ! 1 1 1 I'pH.'.i- : . ; I"- 1 - : 1 1 ■ r p.-- r«, [ul imp Icmmeailtiri i.| ih.-, slim Jus effort Imp 
«eno pi p u:il. Wo luve iMiiml million commute wblwl •=■!!► i" »li 1 ii«ii t* Mi- 
oiliir Let v"-- "I ussisjooce ill ■: I diiui uwl oj: lira ui ihn state men. lilt I l ! !"i dors- ikM 1 1 1 '■ 1 ' 

the rctOUtOeU W hjirJIi foil :spt ff I mpfllPf ’* nm-rjciiL-y pn^l-id lAlllIPJI 

diweii»fl.mw 5 *o IrotH idei jiimiti Hi6a tht needs odf dir jliinJ'ip jinTjppii. 

Ileplinp wilh i -III lLiliI. in Fjyliklil |l'plorll'llll"li 

Ai ] nadimed oarlicr, we- Ihpo diitribpWd naHx Idd TsaaMi jp itimtliii [ ^ ult lc 
ojore thpn Tri itdIInii Uirouaji June I J, 2WS. We i.Pnwift «= hpifelesefi 

jbH kmtmJw ower « pw^riii ^ihcr | ■ j : .-e: till wiihwii in*- iJuiifKijrl reohlms nr 
-.'Hiiinc, Hie method oO tbilriLjunm for rao'i iptsp-'V^t ibin-nmnl hoHil hi how 
:ho H'peyiT t» nsni r In, m her 30UT litMine up. rifurxl I unpeynn Hh>-Uip« m 
. _ i ■ e- 1 1 1 l ii reruns dtpoeiled •• reef ■ rniheir hi nk phhouiii --all houeduur *-i mi>i .-: -.Ir*-:L 

Ineikrl Lht Ipnt n-py. TMfux-l »»» ClWM lbh|V( ibrir refiml dmi. -:i.led diiHSly IP 
1 L>» WllD £14 i|k- -r r 1 1 1 1 1 1 c-. 1 1 ■ j — : u : I in Ilk ijlKK lllLiinef lllift IS IW Otf-nffdaW -fariiraJ 
duentii. Kjudl™ od whon ilic iixpqifT fikil. pr.iviiiiJ ihii iIicil i 3 nb-cAa ^incu.m 
Ihn wwilll jre '.iTTl illiuei diiMWT- Mk. 1 . it PP-irgi 3 poyniObl IP n ni pn^irn 

Tlir liming-cr dw ililllul.t pjjinm Ch«l WHi fiJHil am i tjhj-iulL ili1n?!!iml ty die 
1 19 1 |U.| .•■•■lie Ihr li-rpi;.’::i FrHjul 1 hj.ii.iIV Number lilt S^fiedilo V-Tli |llHi*llf:i lira 

1 5: a . ly-n ilpr* »nh a caiculilor for iisfLjjm -to- ifcinrtnc Mir ww pi i hoar snmulut 

P’l-TTiiail 
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Hus kucl nf iii/tp-a K iii sr.i> hi-i ii fmiihki teHJH-t'1 il*- omrncius ul'ibrl by i ni™l>i i 
<ir IRS isiipkiy«j whov upon iprrfJtiiinj lb*. IMS filing: fembii. pkiwtil heidlodg Into 
ibe nvrului effort I nmipri Bell you Iij* proud J un of oil •x'tvxe emcioyen and few 
,!:li-i dllMS ll:f 111* 1 1 I Ely I&Onihs 

Ii ,-iuill . iinpussihl*, hiHram, Ip iub n kfttkitI opcr*i|>« urUu, vjrwiiJiiii* 

L, 'inny^i|T^ ^nhVm^siiil i^r liiYE-luJ j Im III IhlSOlM. I al» ptTTIft tiUl 

Mill wt Uftdleiltlld -Jill fid ITHIICr iiw IlilfT UHF i*= ™ liraull, * ia ItntSiViUin K> 

ll,- iiypaypr Kf whem jpfc Kiting. Pm: Ihi! 111! F 1 . 1 1-' 1 .' " - ihi sy7k«: did “j 1 1 

wnrk, lie! m.si do evsyih'.nM. ny: on k- ikd ■*r-’ ilni iiiindui piyiiititi .-■■ iiu.'-k.-. 

Biid ulFsknily is ruyiibN 

Dnt uf ill* chiJb.’p-;j5£ we Ifm-u -II— i-Finl Ii idmod tc- ibe -Lli'd IVm ficdil. oliTTuilirnW 
imueir: ti-T'id J6 ::. ill.':’, Iill ItillO! * nil tih kl Jlim^V* [wynuiil* h-lut LimifiVltt] 
btiCiniUly by ■■! ■' i." ' i 3 x ^nrcuJnnoLl, . i jl vIIm-.j B f '.!'■■ decs 

H'J'A'Tlirr, lhcn.'wrrr jnme ’niluiuu.. wide lllf m tie-ill y lu4b(BBt»a ii Ch.'kr”-':..: 
mUtilliy^tdcribiCtillirita Cmtil pi» i»t ironii' •• e-|Ki:;i: ■»:■: w.nh Hu ihilJ 

: 1 1 ! I ! u i it- pay — ip^Tevil ills- (In.. I Taj. CfidJr chtikbtiK m line <v. filion Wf un 

lOdDflfrlFtiim ismirt. I Lirlhc Slimfluj pijunnli, ire iriRiwiltirifetfjJl'ti-lht 

i ii turn ikioii IPs' Ibu dufcibui ii-^.suii-ite 5-3IH1 qujli&ini; ctiil-J dimulw psywrt 
h, HR71S (tiiusoei, ukpoyiBi id nm chuik tfw proper bui in b» jga ihe 1 MB diild 
I'BVirvn" St. ulhrr indanupg u Tow Li l miILa j re j* .. ■>_ i ^ . :-rr'ifily Trad by w* 
pmcbftiwids, dM iivi tiipiure lh* proper infrr~-iliw' nci?.W !■■■ iiiiccg llic tliilJ 
slimuiiB ppyrnerr 

Somally in liluiifon? Htu ibii. we would - hum. Hi* liuonre u* ronnrw ihu impaytr 
.ril iiL duu fiuv revs; ii jpjXtifSTHltiy sp n? MuJn — IN •ikMl'iid m-iu'iiiu: nlrnul -. 
resuhinj limn (he Child In Cnsir Fluwcwx, hcims: up vmniV lu uti iIk slrnrA* 

C»j iik-nii l-iis. ilit Ikindi nl BYEf y rtaponl as- mon a? pmih t, ■*■■: nude ihi ntj.cisiry 
j: uilnunicn cjk b uf ihipsu iriunn initnuUy. 

As i mull, Ihi IRS ii- Kn#^j.ai7tuk:il riiinliL-iiLpujinLht’.’ks k'i:oi'Tlbcir'|iuliP:iiii! 
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Mr. MCNULTY. Thank you, Commissioner Shulman. 

I am now pleased to welcome Social Security’s Deputy Commis- 
sioner for Operations, Linda McMahon. 

STATEMENT OF LINDA S. McMAHON, DEPUTY COMMISSIONER 
FOR OPERATIONS, SOCIAL SECURITY ADMINISTRATION 

Ms. MCMAHON. Thank you, Mr. Chairman and Members. On 
behalf of Commissioner Astrue, I appreciate the opportunity to tes- 
tify before you regarding the Social Security Administration’s (SSA) 
efforts to help implement the Economic Stimulus Act of 2008. I 
would like to explain what we have done in support of IRS to pro- 
vide stimulus payments, including our substantial outreach efforts, 
and how we have used the funding that Congress provided for this 
purpose. 

The President and Congress took swift action to provide targeted, 
immediate financial assistance to individuals and families across 
the country. It was with that same sense of urgency that SSA 
worked closely with IRS to develop a process that would ensure 
prompt delivery of stimulus payments to eligible Social Security 
beneficiaries. 

Our initial challenge was to provide IRS with the data they need- 
ed to inform Social Security and the Department of Veteran Affairs 
(VA) beneficiaries that they had to file a tax return in 2007 if they 
hadn’t filed one in 2006, in order to receive the stimulus payments. 
We already had systems in place to deliver Social Security data to 
IRS, but the VA lacked the systems capacity to match its bene- 
ficiaries against IRS records. 

To work around this problem, SSA added the 2.6 million VA 
names to our own listing of Social Security beneficiaries, elimi- 
nated most duplicates, and then forwarded a single file of 55.5 mil- 
lion names and addresses of VA and Social Security beneficiaries 
to IRS. 

We also worked with IRS to develop a simplified packet of infor- 
mation that would be understandable for our beneficiaries, and 
provide step-by-step instructions on how to file a return and qualify 
for the stimulus payment. The packet included instructions, forms, 
and even a postage-paid return envelope. 

IRS matched the names that we sent them against their files, 
identifying approximately 21 million VA and Social Security bene- 
ficiaries in the United States who did not file a tax return in 2006, 
and mailed the informative stimulus packets to them. We under- 
stand from IRS that — and I think you’ve heard it here — that this 
streamline process is leading to a significant response rate. Every- 
body wants 100 percent, but believe me, in these kinds of pro- 
grams, 75 percent is outstanding. 

The targeted mailing was a vital step in ensuring our bene- 
ficiaries received information about their eligibility for a stimulus 
payment. 

But we didn’t stop there. We placed a prominent link on both our 
English and Spanish Internet homepages, directing individuals to 
the IRS website, and the information there on the stimulus pay- 
ment. 
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We utilized e-mail, sending a message about the stimulus pay- 
ments to nearly 800,000 individuals who are signed up to receive 
Social Security-related news. 

We worked with IRS to create a stimulus payment flyer that spe- 
cifically targeted Social Security beneficiaries. We then printed 
more than 1.6 million of these flyers in English and in Spanish for 
our field offices to distribute to visitors. 

We worked with advocacy groups at the national level and in 
local communities, sharing copies of the flyer with them. 

Across the country, in hundreds of speeches and other Social Se- 
curity-related events, SSA employees have provided information 
and answered questions about the stimulus payment. 

In addition, our Regional Communications staff has joined IRS 
professionals in outreach events. 

Also, every caller to our National toll-free 800 number receives 
an up front message about the stimulus payment. Our toll-free 
number has received nearly 27 million calls since that message was 
placed online, and every one of those calls presents another oppor- 
tunity to tell people about eligibility for the stimulus payment. 

Turning to budget issues, as a part of the Economic Stimulus 
Act, Congress provided SSA with an appropriation of $31 million. 
So, far, we have obligated $18 million of those funds. We have 
spent about $6.4 million on printing and postage — actually, for the 
notice that IRS sent out to our beneficiaries — approximately $10 
million answering beneficiary inquiries and providing replacement 
1099s, and $1.4 million on training and required systems work. 

We were actually able to reduce some of the anticipated costs by 
working with IRS on a simplified method of processing stimulus 
payment tax returns. For example, at our suggestion, IRS ruled 
that individuals could estimate the amount of Social Security bene- 
fits received, reducing the need for SSA to replace 1099s. 

While many Social Security beneficiaries have already filed the 
necessary forms to receive a stimulus payment, we know there are 
still some individuals who have not responded to the first mailing. 
We will continue our efforts to reach these individuals through the 
means that I have already described, and working with IRS. 

In conclusion, I thank you for the opportunity to share what we 
have done, in collaboration with other Agencies, under the leader- 
ship of the IRS, to facilitate the economic stimulus payments. To- 
gether we have made great strides, and I am especially pleased 
that, so far, we have been able to make this progress in a manner 
that has not threatened SSA’s core workloads. 

I also will be glad to answer any questions. 

[The prepared statement of Ms. McMahon follows:] 
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IRS with witomialiui to vftrity individual names and 5ix:irif f-i : i : i j r rl y 

niyntjer malchee, so we had systems m place to deliver iiala. But 
toe VA rocked toe syslems capacity to matoh hs bensfocrauies 
against IPS retards. To lacllhkie psyfirm iir; io VA braiwfiDiirics:. 
SfiA Inoorporacad 2.6 million VA records rvllh -Jioae cl Sociaf 
SUrcurhyhenrtfr^eri-es. elknlwted mssl dupicates and toen 
lorwarded a single 111* d 65.5 irUlion retards to llvu IRS. Thus, Vn? 
'ware abe lo provide names ard addresses of both Social Eacuilly 
and VA berrefroiariee 

using this Inkrnistksn, IRS marled aptrcrslm&leiy 21 irniidn' 
packed* in a' Social Security and VA senehcanea in too UniletS 
Slalus v.tM i did ml III:: a l,i>: mlum in $DA$.nnnl would noirol to tile a 
tax return For 2M7 to guaMy tor the payment. We understand toai 
this slreamlinsd process is Beadng to a eagniUcart response rale. 
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In a separate reoonda match. we else provided IRS *isli<laia on 
approximately EEW.vJCO Social Security bciMjlSciaaios living in. U.S. 
possessions ard territories This ulbwdd tor llw mailing cl 
informs twnnt packets njlhoaia individuals, aa well. 

Outreach Errorls 

The targeted mailing was a vitai step m rmsiring ihrw Social 
Security oeneliciflpps received inrprninikyi ahum ctieir el^ibiity lot 
3 stimulus payment. h it ii w.'ik curly cni? cl marvy abapa our Hob 
i ilPocm. Wwwvles earners and communlc-ations dlw&ons took to 
reach oul k> dux' banallclarfee. 

We ptacod a prominent link Id both our Ent^ish and Spanish 
Internet homepages drect rig rttivdmte Ip |he IRS web site and 
the irriormehen on tfe stimuli payment ivvww.uccralsecui ily-fl ov 
ard mm snnu'nsiiDfil.iinv . luspoelively). Thia link is new -even 
more pfariwTt as the result ol a recant redesign of our wabsite 
In atkSton, we paced three "FAQs" or trEquervily asked quasiionr. 
dp our ate regarding stmiilus payments Tr-nough surly June, 
these questions -.pve torr. virrwed mcim in, m ns.l)*C times. 

Wu u sized entail, sending a message aboul the ellmiAjs 
payments Id nearly 600,000 Individuals who are signed up Id 
receive Social Security-related news 

In addition, ws w^htid with IRS id crusts a siiimjljs payment nyer 
lli;: J : ; 1 1 1 : i 1 1 : : . illy luirjtilcd SCCiSI Security heoellCiariBS. WelhSO 

prinled and distnbuled more lhan 1 5 tnihcn of these Flyers w our 
1 lefcl oft tees, including more lhan 1.1 million in English end more 
lhan 500.000 m Spanish Copies cr Ihe tlyors w nlM 
ditfnbuled olecfrHlfcsIlyKi thOirttfrftd* ol SftciaJ Security 
advtKaiPs- 

Wc oorranLie outreach with- advocacy groups at the nalional level 
and in local commmnltea. Acrcaslhe country, in hundreds cf 
speeches and other Social Sacurity-relii'ed cvonis- cur PuWic 
Afeirs Speciajisls and Field Office mnnamtis NwS providud 
infcrmiitign .mil gm;wri ;id qui :Sliui IS about Ihu alirnudue payments, 
far .addition. do: Ruyonaf CommuflicaDona stall's have joined IRS 
prdeaalofiala in outreach events Id IntDim Social Security 

a 



68 


benghaaras atoul Iha steps needed Ip foe lor ihe stimulus 
payments 

Abo, every tailor lo our rvaiknisl lull-li l-v 3JJ0 niKnCer nscatoefi £■■« 
L.frcnl about ttie s: nrmlus payment, etoamirg elkjbllrly 

and fiinp oppcrtuntiES. Cur tell-lree number rec&ves mora lhan 
one nullipn cats a week. and ovary ore of those calls presents 
anplhpr ppporluilty to SflfMrf IhtJ message tfoiul tiligitilily Igr Ihe 
slii llului; payitltsTH. Our retards Show lhal nearly 27 riill ::n talliMK 
Have heard Ihe economic albnuhia mossa^fr and 2 ■ 6 miSori 
carters have hurg up tlM phone aheMhe qplrwit message, 
meaning that Ihose Intfiv^ftjafe wore apsciically calling us lor 
stimulus pnyrnBnt riformetwh. 

b other oulnach, Comniissiorier Aslruo discussed the slim ulus 
payments during an on-camera Interview fora nawAARP show 
called 'Inside E Street," which aired In March. While excHainmg 
thatmssl people had 1m do noINng ejncapttile their £0(77 tax 
reium. the Commissioner also explained IHkI Social Security and 
VA jx!niy*K:iisikin who rsor molly rip not Ho A Inx rolum ynniJKI np&d 
to do so- Sib year bo receive Hie stimulus paymani. 

An of Iho efforts deecriDed were madelo assist IRS In reading Ihe 
rrtftMmjm number ol Social Security bcnoficianos ‘Bligibte lor a 
Stimulus pnymniil, Qur e Hurts wom dnsHjrwid Coho Hjtfpcljvo, tut 
also- io minimize Ihe eltecls on the core waft ol ihe Atjaivsy. 

As a result, the ollmulue payment oulre-acti has non affecled 
indwirljnls applying far boneliteor ewaitirgia dtsability hoanng 
Oi.‘- lii:kf ofliiics tanre nnr bmn inundated with stimulus payment 
questions. Because ihe information provided by IRS was dinar, 
concise, and eomplete, individuals c,a not have 1o buni to us lor 
assistance m tiling for Ihe payments. We appreciate IF1S' werfc in 
designing a matter that mimmiieo 1oitew-up inquiries 

Stimulus Budget 

As a pa*t ol Ihe Economic Ebmulus Act, Congress provided ESA 
wlh an approbation d 331 million lor BGlivdiea required to 
IncUhiirtb gtmiluspriynitente. 


* 



So Par. Have obligated nearly 3 lb miilon to tnosc rgrtos- 
Around 564 mll^on waa spent prii-tmg qnd ppftege - ipcinoaiily 
Ihe postage lor trie sprn by IRS. In addition. we- Have 

spent approximately 310 riilh::n answering benelkilflxy Ffiquilea. 

Wt were able to reduce some amicipatetJ costs by working wi-K 
IRS on a amplified rrelhod to processing riimulu* pSytmwU lax 
retoms. For example, IRS pied than indfaiduai& need report 
•hr: pmciKo iiirny.mi biu 1009 lufr, but could osbmato the level 
(if Social SiM.'.iriiy berielile Main the amount of Itie Gurrenl mcnih 
banefii. We fcelleve Ibla dramaliEaHy reduced the number qf 
■requests lor rejHacsmeto KJfftHprm&irom SSA. fJbinmjh many 
indrvKiiafc have requested inch rcplaeoinenl 1099 lomns, many 
mere a vs using Ihe siniplHiod irn.-ll •:: J aim avoid l g tfileaddHIO-ial 
adrniiiistialiv* COSl 

Additional Oulreach 

W"ili: many Hni::i;si Si!c.,riiy beyiellciaries have already r ed toe 
nmossasy lortns, ensuring Hi;-. i they -v ; receive a st t-jHi? 
payment. we untferstand torough iR&lhat them are stfl some 
individuals who- Have nto responded to Hvfi lirsi mailing. Wu are 
cwt witty nw king wto IRS r<> duMMim* addfltwiaJ stepa needed to 
imic i IIckc irid viili.jli; 

Support el FV HW9 biMJget 

In noront i r: ;■■ .n n : hi-liii* Ihe Senate Finance CoTWhHlee and 

Ihe Senrwe Special CommlHee wi Aging, Ihe GAO desenbed 
EiSA'a current ailurelloras 'exlreineV [treble.' due lo L thd slmss to 
expandng yrorKiaads and staffing cpnsiratitsi." For Ihis mastsi 
•yourlirn::ly si^^jqjri ('if Ihu Pretiideto'sFY 2003 budget i9 also 

IKSOIItul. 


We Bppreciale toe support Congress provided w; in IRS m 

implementing me toimtoes payment;;. Ydur trust In SEA is an 
ackrwwipdgommt nr («jr abitty to gel Ihe Job done. 

Regarding cur core vverfe, your support of Ihe Presidents FY 2i)yg 
budget *s as oudsl as eve*. We appreciuib ytn* xnftjiling ai^opon 

tpr SSAiiniding in FY £00® rinH knmiv Ihnl yOu under SI and Oui 
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current environment of disability hearings backlogs, increasing 
worWoads, and limfied resources. As you also know, continuing 
resolutions make our job lhal much harder, since wo must restrict 
our aellvrtias at ihe begmning of fiscal years because of uncertain 
funding, Your continued support of our budget ensures ttiat ws 
can carry out our imporianl work and provide me service the public 
and Congress expects. 

Conclusion 

In conclusion, f friank the Subcommittees Tor the opportunity to 
share what we have dene iri collaboration wilh other Agencies, 
under Hie leadership of the IRS to facilitate the economic stimulus 
payments. We appreciate the work of our colleague^ at VA r 
Treasury, and the JRS . as we continue to move forward. Togettici 
we have made great strides, and i am especially pleased lhal so 
far we nave been able lo make tNs progress in a manner that has 
not affected our ability to provide service to the American peopie 
who rary on Social Security. Thank you for the opportunity to 
discuss our lole In this very important process 
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Mr. MCNULTY. I thank both of you for your testimony. I thank 
you for the job that you have done so far, under the difficult cir- 
cumstances, especially in the middle of the tax season. 

But we still have five million people to get to. That’s a lot of peo- 
ple. We want to get as close to 100 percent as we possibly can. So, 
I want to commend you for the outreach efforts you have made so 
far, and the renewed efforts that you talked about today. 

We are going to try to help with that. Chairman Lewis and I, 
along with Ranking Members Ramstad and Johnson are sending a 
letter to all Members of the House of Representatives, asking them 
to include in their newsletters, press releases, press statements, 
press events, and so on back in their home district, information 
about how to get the proper paperwork filed so that we can help 
you along with getting the word out and getting these checks to as 
many people as possible. 

The one question I would like — issue I would like an update on 
is, you know, when you do the outreach, a lot of times you increase 
the number of phone calls that come in, and I know that has been 
overwhelming. We might need a little bit more help with that. 

There was some talk, I believe, between both of the agencies 
about getting GSA involved to help with that. Could you give me 
an update on where we are on that? 

Mr. SHULMAN. Sure. As you know, we have had a chance to 
visit — we have had an unprecedented number of phone calls. Just 
to give Members of the Committee a sense, in 2007 we had 19 mil- 
lion phone calls in the month of May come into the IRS. It was 
kind of clean-up for the tax season. In May of this year we had 72 
million phone calls come into the IRS. So the numbers are stag- 
gering. 

I reached out a couple of weeks ago to Commissioner Astrue, he 
said, “Okay, I’m thinking about who else had large phone oper- 
ations,” and said, “Does Social Security have capacity?” So that is, 
I think, what started this conversation to give us some assistance, 
because the phone calls keep coming in a little longer than we had 
thought. 

We are in the process, just like that phone call, of exploring a 
variety of options. There are actually some limitations in going out- 
side of our building to answer phone calls. As you heard earlier, 
and you’ve seen in my written testimony, we have diverted some 
personnel to answer phones from other duties. We have also kept 
overtime workers on to answer phone calls. 

One of the major problems is people outside of the IRS can an- 
swer simple questions like, “How do I fill out the form, where do 
I send it?” Anyone who has a specific issue, which a lot of the tax- 
payers who call do, have to actually get into their tax records, 6103 
implications. 

So, we are exploring all options, and looking outside the Agency, 
but we’re also going to keep our head down, and make sure we do 
everything we can inside of the IRS. 

Ms. MCMAHON. Mr. Chairman, I want to thank you very much 
for your earlier comments today, recognizing the constraints that 
SSA is under, and the problems that we’re dealing with, just han- 
dling our core work. 
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We want to be as helpful as we can, and we are in a position, 
because of the funding that we were given by Congress, to actually 
provide some funding to IRS to help with either a contract with 
USA Services, or to assist with the next mailing they do, those 
kinds of things, and we’re going to do that. 

Our problem is we don’t have actual capacity. We are working 
maximum overtime now. Anything we do on this is something that 
we’re not doing on our core work. It’s not a question of if we have 
people who can come in on overtime and do some other work. It’s 
a question of if they come in on overtime, instead of doing our 
work, they will do the other work. We would prefer not to go there, 
if we can avoid it. 

Mr. MCNULTY. Thank you very much. Mr. Ramstad may in- 
quire. 

Mr. RAMSTAD. Thank you, Mr. Chairman. Thank you, Commis- 
sioner and Deputy Commissioner, for your testimony, and also for 
your important work on behalf of taxpayers and Social Security re- 
cipients. 

Mr. Shulman, you really had to hit the ground running when you 
became the commissioner in March. I know you arrived in the mid- 
dle of a hectic filing season, and had to, at the same time, oversee 
the massive economic stimulus project we are discussing today. I 
want to congratulate you for doing a tough job very well. 

I would also like to ask you two questions on two different topics. 

First, with respect to our brave — the spouses of our brave sol- 
diers, sailors, airmen and Marines, I know in order for married 
couples to qualify for the full rebate, that both spouses must have 
valid Social Security numbers. Just this week, as I’m sure you 
know, the President signed the Heroes Earnings Assistance and 
Relief Tax Act, which waives this rule for spouses in military fami- 
lies. 

How will the IRS determine which returns are affected by the 
new rule? 

My second question, is the IRS working with the Department of 
Defense to do a military outreach, to do outreach to military fami- 
lies on the new law? 

Mr. SHULMAN. Yes, we obviously agreed with the law, and have 
been tracking it. 

But, initially, we actually talked to this Committee and others, 
and told them that we wouldn’t be able to true this up until next 
filing season, a year from now. As it passed, and as we’ve tried to 
do with all things stimulus-related, we’ve said, “Let’s get creative, 
let’s push very hard.” 

I am pleased to report that the current plan is some time around 
mid-October, when all the returns get in, we will run a match and 
aim to distribute checks no later than November to these families 
who weren’t eligible under the first run. We will do another run 
once we have a full complement. So, we can’t identify them, and 
we plan to get them out later this year. 

We have done a lot of outreach to many communities, and we 
will definitely reach out to the Defense Department, and make sure 
people understand, really, that they don’t need to do anything, as 
long as they have already put their — Social Security number on 
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there of a spouse or someone who doesn’t, that we will get this out 
to them. 

Mr. RAMSTAD. Well, thank you, Commissioner, for that re- 
sponse, because you can obviously — or you obviously do see the sig- 
nificance of this. I mean, of all taxpayers, we — there are so many 
military families who are hurting right now, financially and other- 
wise. I think this is — I am glad to see the Service giving this such 
a top priority, and I appreciate your leadership and your creative 
creativity, in terms of getting this done. 

The other questions I had concern the refund anticipation loans 
and taxpayer refunds. Earlier today — I know you were here, and 
you heard Mr. Pomeroy say that a number of taxpayers signed up 
for refund anticipation loans when they went to paid preparers. 
Some preparers did not indicate the bank accounts listed on the re- 
turns — did not indicate that the bank accounts listed were tem- 
porary refund anticipation loan accounts, and not a permanent ac- 
count of the taxpayer. 

I know I have had a couple of constituents broach this problem 
with me. In the cases in which the IRS sent a payment to a tem- 
porary account, how did the IRS or the bank work to correct the 
problem? Is that — are you on top of that? Were the payments re- 
turned to the IRS? Were banks able to forward the payments to the 
rightful recipients? I would like you to address both those ques- 
tions, please. 

Mr. SHULMAN. Sure. Well, the way this works is when you get 
a refund anticipation loan in the normal filing season — any tax- 
payer — the service provider who gave the loan, files the return. 
They actually disperse money ahead of time to the taxpayer, and 
they receive the refund. When they file with the IRS, they’re re- 
quired to put a RAL indicator on the account, so it will indicate 
that they have an account. 

So, what we did was we didn’t actually send them to those ac- 
counts. What happened was anyone who had a RAL indicator, we 
knew that wasn’t their account, and that was the account of the 
service provider. So, we were sending it to the taxpayer. So, those 
people never got a direct deposit. It was rerouted, and they were 
sent a check. 

There was one vendor that we found who actually hadn’t put a 
RAL indicator on accounts. We talked to them very early. We put 
RAL indicators in and sent checks. 

So, the real issue and confusion that I think some constituents 
have had is around that they got a refund anticipation loan direct 
deposited to an account of theirs, or a RAC. They assumed they 
were in the direct deposit stream for stimulus, and they weren’t, 
because again, we didn’t know that they had accounts. 

So, there was a lot less — we haven’t heard of, or at least I’m not 
aware of ones that accidentally went to an account we had to get 
back because of a refund anticipation loan. The bigger issue has 
been there is a lot of people who thought they were going to get 
the direct deposit, which came quicker in May, and they’re actually 
getting checks now, and through the week of July 11th. 

Mr. RAMSTAD. Well, thank you very much, Commissioner. I 
yield back. 

Mr. MCNULTY. Mr. Pascrell may inquire. 
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Mr. PASCRELL. Thank you, Mr. Chairman. Commissioner 
Shulman, thank you for doing a great job in a very short period of 
time. You have, I believe, the tiger by the tail. But there is a tre- 
mendous amount of work ahead of you. I want to get into that 
work. 

I want to thank you, Commissioner McMahon, for all your serv- 
ice to your country through the position with the Social Security 
Administration. 

My first question is this, Commissioner Shulman. We have pay- 
ments going to 76 million Americans, payments of a total of $63.8 
billion. That is 70 percent of what we are trying to target. Is that 
correct or incorrect? 

Mr. SHULMAN. We — I think, if you’re asking about — let me pre- 
sume what you’re asking, and you can tell me if I’m right. I think 
you’re asking about the targeted population that we’re doing extra 
outreach to? 

Mr. PASCRELL. How far do we have to go 

Mr. SHULMAN. Yes. It’s — so the $63 billion that has gone out 
is part of the total $100 billion economic stimulus payments. So, 
those are numbers for the entire population 

Mr. PASCRELL. Right. 

Mr. SHULMAN [continuing]. Regular filers, and people who nor- 
mally wouldn’t need to file. And 

Mr. PASCRELL. So, what percentage do we have to go after, ap- 
proximately, and how much more money needs to be sent in checks 
to those individuals? 

Mr. SHULMAN. Well, we’re on target for the original projections. 

Mr. PASCRELL. Right. 

Mr. SHULMAN. So, by the week of July 11th, when the first 
wave of checks would go out to anyone who filed on time, we will 
have $95 billion distributed to about 110 million households. 

Mr. PASCRELL. That’s how we come up with the five million 
that we’re having 

Mr. SHULMAN. No, that’s totally different numbers. 

Mr. PASCRELL. Totally different? 

Mr. SHULMAN. Yes. 

Mr. PASCRELL. How do we get to that number? 

Mr. SHULMAN. That number, the 5 million, we estimated with 
Social Security and Veterans’ Affairs Department, that — we 
thought — there was a special population of about 20 million people 
who were eligible for stimulus, but normally wouldn’t file. 
Those 

Mr. PASCRELL. So, in other words 

Mr. SHULMAN [continuing]. We have hit about 74 percent. 

Mr. PASCRELL. Is it safe to say that the majority of those peo- 
ple that still have to get their stimulus check are veterans or non- 
Social Security recipients? 

Mr. SHULMAN. I don’t think it is. 

Mr. PASCRELL. You don’t think it is? 

Mr. SHULMAN. Yes. I think — we — separate population. There 
are a lot of Social Security recipients and veterans 

Mr. PASCRELL. Right. 

Mr. SHULMAN [continuing]. Who have gotten the check. There 
are also folks who needed to file regularly. So, we are really break- 
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ing it down into everyone who is going to file anyway, and get a 
stimulus payment 

Mr. PASCRELL. So, between the last numbers that you pro- 
vided, $63 billion, and $120 billion, which should be out by July 
11th, that’s a lot of checks to have to go out. 

Mr. SHULMAN. The total number by the end of the year will be 
about 100 billion. 

Mr. PASCRELL. 100 billion. 

Mr. SHULMAN. Yes, Sir, yes. 

Mr. PASCRELL. Not 120; 100. 

Mr. SHULMAN. Yes. 

Mr. PASCRELL. Okay. 

Mr. SHULMAN. There is real — we basically identified everyone, 
or they self-identified by filing a tax return, except for that five 
million who, as we’ve talked about, we’re going to make an extra 
effort to go find. 

Mr. PASCRELL. Just a quick question, and then I want to get 
into my second series. What is the status of the paper inventories? 

Mr. SHULMAN. Yes. One of the consequences of having so much 
overload on our phone, there are temporary employees we bring on 
every filing season. They answer phones and they workpaper in- 
ventory. They usually would roll off of the phones near the end of 
May, and start working down a paper inventory. 

Right now, we have a lot of extra paper inventory. The numbers, 
we’ve got about two million pieces of paper inventory to work 
through. 

Mr. PASCRELL. Right. 

Mr. SHULMAN. Usually, we would have about 1.3 million at 
this time of year, so it’s not an absolute number. 

Mr. PASCRELL. It’s 700,000, 800,000 more. 

Mr. SHULMAN. Yes, it’s significantly more. That’s one of the 
issues we’re going to need to work through this year. 

Mr. PASCRELL. Do you have the resources to respond to that? 

Mr. SHULMAN. If we can keep our temporary employees later, 
we 

Mr. PASCRELL. What does that mean, though? You have money 
that’s allocated. Do you have enough money that’s allocated, so you 
can keep them? 

Mr. SHULMAN. We are in the process of actually talking with 
different Committees in Congress. The money has been appro- 
priated, we just need some authority to move it between different 
accounts. If we do, we will be able to staff up and work down that 
inventory. 

Mr. PASCRELL. There are many complaints that I get in my of- 
fice up in Patterson, New Jersey, in the same building that conven- 
iently, or inconveniently, is the IRS and Social Security. 

Several of my constituents have complained that they are not 
able to get assistance from IRS. You talk about this phone over- 
load. There is a toll number that you can, you know, dial up. They 
can’t get the — the same thing happens on the rebate line. 

Can you address that? Is that a common problem throughout the 
country? 
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Mr. SHULMAN. Yes, it is — we have an 800 number. I gave you 
a few stats, you know, 72 million calls in May versus 19 million 
last year. 

Mr. PASCRELL. Right. 

Mr. SHULMAN. Another interesting statistic, in 2001, when 
there was another stimulus program, we got 42 million calls during 
the 15 months of that program. Again 

Mr. PASCRELL. You’re up about 52 million calls from what you 
usually have. 

Mr. SHULMAN. What’s that? 

Mr. PASCRELL. You’re up about 

Mr. SHULMAN. Yes. So 

Mr. PASCRELL. How do you handle it? 

Mr. SHULMAN. So, here is what’s happening on the phones. You 
call the IRS phones, we have been very clear on the message that 
you don’t need to talk to us if you filed a tax return. So we encour- 
age you to, if you filed a tax return, be patient, you will get your 
stimulus payment on time. We encourage people to go to our 
website. 

We also tell people there is heavy call volumes now, so they’re 
going to have to wait longer than normal. Normally, people wait a 
few minutes, our target is under 6 minutes now. In the month of 
May it was up to about 13 minutes, average. 

So, people can get through. They might have to call a couple of 
times. Some people get to automated service, some people hang up 
when they hear there’s a wait time. Again, this is where we’d like 
not to be, but it’s a fact of doing stimulus in the middle of filing 
season. 

Mr. PASCRELL. But, Commissioner, the people that you want to 
go to your website are the very people who can’t get to your 
website. The very people that are the majority of individuals who — 
and I don’t care what the program is, what we’re talking about, 
whether it’s EITC or AMT, or whether, in this case, the stimulus 
checks. You know, we’ve got to find another way to get to them, 
because they have no way of getting on to the website. They may 
be in homes, they may be 

Mr. SHULMAN. Yes. 

Mr. PASCRELL. You know, I just have one other quick question, 
if I may? 

Mr. MCNULTY. Yes. 

Mr. PASCRELL. You said in your testimony that one of the 
major problems was differentiating between the refunds and stim- 
ulus payments, because they came at the same time, correct? Tax 
refunds, right? 

Mr. SHULMAN. In the same 

Mr. PASCRELL. On page three you address that. The economic 
stimulus payments, you wrote, overlap with the normal tax refund 
season. 

Just very briefly, tell us what that convoluted system — you know, 
how did it result? What was the outcome? 

Mr. SHULMAN. Oh. It’s as I said in my oral testimony, when 
Congress passed the bill 

Mr. PASCRELL. Bad timing. 
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Mr. SHULMAN [continuing]. For stimulus, and the President 
signed it, the goal was to get the money out as quick as possible. 

Mr. PASCRELL. Right. 

Mr. SHULMAN. The reason we started in May is because we 
didn’t want to endanger tax filing season in April. The numbers are 
pretty compelling. This year we sent out $241 billion in refunds. So 
we were trying to stimulate the economy, we thought it was quite 
important to get the refunds out, as well. 

So, this was just a fact. We basically moved the stimulus pay- 
ments to a place which was as quick as possible, yet being prudent, 
acknowledging the 

Mr. PASCRELL. So, the 

Mr. SHULMAN [continuing]. The filing season. 

Mr. PASCRELL [continuing]. The refund total was a greater 
stimulus package than the stimulus package? 

Mr. SHULMAN. The refunds were $241 billion. 

Mr. PASCRELL. Thank you, Mr. Chairman. Thank you, Commis- 
sioner. 

Mr. MCNULTY. Mr. Brady may inquire. 

Mr. BRADY. Thank you, Mr. Chairman. I don’t raise the fuel 
price issue to make anyone in this chamber uncomfortable, it’s just 
that the price of fuel is making so many of our families uncomfort- 
able, especially seniors, who are on fixed income. When you take — 
when they have to deal with paying $536 more this year than last 
year on gas, plus increased Medicare premiums and they’re on a 
fixed income, they’ve got a problem. 

I visited with a senior the other day at a gas station in Bridge 
City, Texas, who was upset because she could no longer attend 
church on Wednesday night because she needs the gas to take her 
husband to all of his doctor visits during the week. So, seniors on 
a fixed income are really getting hurt by these fuel prices. A num- 
ber of them are eligible for stimulus checks. 

I really appreciate the job both of you are doing in reach out to 
them. We have a long way to go. 

But in Texas, we have a number of retirees who are not covered 
by Social Security. They are in a Social Security substitute like the 
Texas Teacher Retirement system. They have asked us a question 
about whether their pension benefits would make them eligible for 
the stimulus payments. 

As you may recall, Social Security benefits, certain railroad re- 
tirement benefits, and certain payments to service men were speci- 
fied as counting toward income levels needed to make someone eli- 
gible for the stimulus payment, but there was no mention of pen- 
sion income counting, such as from non-covered employment. 

Others have said since these pensions are taxable, recipients 
would qualify for a payment, because they have a net income tax 
liability which is greater than zero. 

Commissioner Shulman, would you set the record straight for me 
on this issue? What is the right answer for them? 

Mr. SHULMAN. The right answer — and I would go back to our 
technical folks as well — but is if they have tax liability for any in- 
come, then that makes them eligible. 
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In general, pension payments are not, unless they are taxable 
pension payments. So — but all of this is us just executing the law 
as it was written. 

Mr. BRADY. So, as I understand it, seniors would be eligible, in 
this case, if they had $3,000 of earned income, or at least $1 in in- 
come tax liability. That would trigger them, correct? 

Mr. SHULMAN. I believe the answer is yes, but let me get just 
the details of your question and come back to you afterward, so I 
don’t get the record wrong. 

Mr. BRADY. Here is my worry. Retired teachers, especially those 
who retired from many years ago who had low salaries, and there- 
fore very low retirement benefits, if they don’t get enough in Texas 
Teacher Retirement to trigger tax liability, my understanding is 
they would be left out of a stimulus check. 

Mr. SHULMAN. Well, my understanding is, in reading the law 
and administering it, that the law was written very specifically, 
that you had to have $3,000 in taxable income, unless you were 
part of an exempted category. 

So, you know, if the law was written that way, that’s probably 
correct. 

Mr. BRADY. So, the Social Security benefits don’t qualify them, 
because they don’t get them. If they don’t reach the tax liability 
trigger, they don’t move in — they aren’t eligible under that cat- 
egory. I am 

Mr. SHULMAN. Well, I think Social Security was exempted 
under the law, and that was the design. 

Mr. BRADY. Right. 

Mr. SHULMAN. So, Social Security counts, pension benefits 
count 

Mr. BRADY. Right, but if they don’t receive Social Security be- 
cause they’re in a substitute, and those substitute payments aren’t 
enough to trigger even a dollar of liability, they wouldn’t receive a 
stimulus check? 

Mr. SHULMAN. I believe that is correct, under the law. 

Mr. BRADY. Okay. That is a worry, because we do have a num- 
ber of teachers in that situation in Texas. Again, you know, while 
those with modern-day retirements, I think, would trigger into it, 
because the liability — those who, again, thankfully taught back 
when wages for teachers were just intolerably low, their benefits, 
I’m afraid, won’t move them in the trigger yet. 

I think they are probably some of the group that we most need 
to reach with these stimulus payments. Chairman, thank you very 
much. 

Mr. MCNULTY. Thank you, Mr. Brady. On behalf of Chairman 
Lewis and Ranking Members Ramstad and Johnson, I want to 
thank both commissioners for being here today for your good work, 
and for your testimony. 

I want to compliment you again on the job that has benne done 
so far, but reiterate the fact that five million people are still out 
there and eligible, and we need to get to them. So, I commend you 
for the outreach efforts which you are undertaking. 

Jim and I just signed letters that are going to be signed by Sam 
Johnson and John Lewis to every single Member of the House of 
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Representatives to reinforce that message all across the country. 
So, I hope we can help in that regard. 

Also, I would like, obviously, both agencies to keep in close con- 
tact with us, to let us know any other ways in which we can be 
helpful. 

With that, this hearing is adjourned. 

[Whereupon, at 12:51 p.m., the Subcommittees were adjourned.] 
[Submissions for the Record] 
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National Council on Aging, Statement 

The National Council on Aging (NCOA) thanks the Chairman Lewis, Chairman 
McNulty, and Committee Members for the opportunity to submit testimony about 
our work to assure that all eligible seniors get an Economic Stimulus Payment and 
to make recommendations to you based upon our experience with the stimulus pay- 
ments to date. 

NCOA is the oldest nonprofit organization dedicated to improving the lives of 
older adults, with a special focus on ensuring that low-income seniors are able to 
access the benefits that will improve their lives. When the economic stimulus pay- 
ments were being discussed by Congress, NCOA immediately recognized the impor- 
tance of also including the many millions of Social Security beneficiaries and vet- 
erans who receive disability benefits, but who no longer file tax returns in the eco- 
nomic stimulus package. NCOA and other organizations encouraged Congress to in- 
clude these populations in the final economic stimulus package. 

Upon passage of the economic stimulus package we went to work on a special out- 
reach campaign to reach out to seniors who do not normally file tax returns. We 
developed and posted economic stimulus payment resources for seniors and the 
aging network to the National Council on Aging Web site www.ncoa.org For our 
partners in the aging network we developed a new page on the My Medicare Com- 
munity, our online community at www.MyMedicareCommunity.org, as a central re- 
pository of information about the program for benefits counselors who work with 
seniors. There have been over 2,000 views of this page. We have also worked di- 
rectly with the IRS and many new and old partners to assure that all seniors re- 
ceive their stimulus payment. 

As Social Security and IRS matched data to identify 20.5 million seniors and vet- 
erans who do not usually have to file tax returns, it became apparent that lack of 
familiarity with even the simplest tax return could prevent many from filing for 
their stimulus payment. NCOA worked quickly with AARP Tax-Aide to develop a 
user-friendly online tool to assist in the completion of IRS 1040A forms. 

The Web based tool does not look like a tax form; it asks seven simple questions 
and then pre-populates the required 1040A tax return. Moreover, the tool offers sim- 
ple, easy-to-understand directions to assist individuals in completing and printing 
the IRS 1040A form. The tool provides personalized instructions on where to mail 
the completed form and prints a second completed 1040A for individuals to retain 
for their records. The tool makes it easy for stimulus payment filers, family mem- 
bers, caregivers, and benefits counselors to take the necessary steps to file for the 
stimulus payment. 

Since its launch in March 2008, more than 25,000 people have used the Stimulus 
Payment Tool, and traffic to the tool continues to grow. This tool can be accessed 
either at NCOA’s www.BenefitsCheckUp.org or through AARP’s Web site at 
www.aarp.org/stimulus help 

NCOA commends the IRS and SSA for their efforts thus far and congratulates 
them on reaching over 70 percent of this special population, but continued efforts 
are now urgently required to engage the individuals who have not yet filed a 1040A. 
Based on our prior experience reaching out to low-income seniors, and our intensive 
work to get stimulus payments into the hands of this population, we make the fol- 
lowing recommendations: 

National Council on Aging Recommendations 

1. We are impressed with the extensive database IRS has shared with the Con- 
gress and with national partners that shows where the remaining 5.2 million 
seniors and veterans live. We believe the data can be used to drive an energetic 
outreach campaign to reach this cohort that has not yet filed. In order to as- 
sure the widest and most effective use of the data to target outreach, education 
and tax filing, we have committed to post the database to our Web site so that 
community-based organizations within the Aging Network can have easy ac- 
cess in order to plan outreach and filing campaigns. Further refinements to 
this and other similar databases of seniors with limited income and resources 
have the potential to provide critical information in promoting efforts to find 
and enroll this hard-to-reach population in benefits they are eligible for, but 
still not receiving. 

2. We fully and enthusiastically support the IRS in its decision to send a second 
letter to reach out to the 5.2 million seniors and veterans who have not yet 
filed for their stimulus payment. 

NCOA is disappointed, however, that the IRS has determined not to include pre- 
populated 1040A tax returns with each letter. IRS has a significant amount of data 
from which to pre-populate tax returns for this population. Due to the data ex- 
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change between IRS and the Social Security Administration, we believe IRS has suf- 
ficient information to pre-populate tax returns for this hard-to-reach population with 
minimal risk to IRS error rates. Pre-populated forms would alleviate the anxiety 
and fear of complexity that many people who have not had to deal with the IRS 
in many years feel about filing tax forms. Additionally, removing many data entry 
elements would encourage more individuals to apply for the stimulus payment to 
which they are entitled. The population that subsists solely on disability and/or So- 
cial Security payments could truly benefit from the stimulus payments. Pre- 
populating forms would ensure that more people receive their payments. 

Next, NCOA very much appreciated the opportunity we were given to comment 
on the draft of the second IRS mailing. We recommended to the IRS concise text 
and a call to action designed to motivate the specific hard-to-reach cohort of 5.2 mil- 
lion seniors and disabled veterans. We urged clear, plain language in order to en- 
courage individuals to take the action needed, with language and format to accom- 
modate possibly low literacy levels of many within the remaining 5.2 million. 

We would also suggest customizing a message and design for the envelope in 
order to motivate those who receive it to open and read the important message con- 
tained within it. 

3. We encourage the IRS to continue its very productive partnership with na- 
tional organizations, like NCOA, that have experience reaching out to low in- 
come older adults. NCOA successfully reached the much of the elderly popu- 
lation during the introduction of the Medicare Part D benefit and provided per- 
sonalized assistance to many seniors to enroll in the low income subsidies 
(Extra Help). Collaborating with local partners and organizations across the 
country has proven to be effective in the past and NCOA proposes that the IRS 
work closely with local organizations that the remaining 5.2 million individuals 
already know and trust. These organizations can readily use the Economic 
Stimulus Tool to file tax returns for their clients, so they can get the stimulus 
payments that are so important especially in light of rising food and fuel 
prices. 

4. We encourage congressional offices to use the Economic Stimulus tool devel- 
oped by AARP Tax Aide and National Council on Aging and found at 
www.BenefitscheckUp.org and www.aarp.org / stimulus help to promote its use 
and to enable constituents who are unfamiliar with IRS forms to easily file for 
their stimulus payments. 

5. We urge the Committee to do all it can to ensure that the Social Security Ad- 
ministration and the Veterans Administration make a more robust effort to 
reach out to those among their constituents who have yet to file in order to 
get their stimulus payments. 

Thank you for the opportunity to provide our input. We look forward to working 
with the Congress and the Executive Branch agencies to ensure that all eligible in- 
dividuals file for the economic stimulus payment. 

For more information, please contact Howard Bedlin, Vice-President of Public Pol- 
icy & Advocacy at howard.bedlin@ncoa.org. 


Paul Donnelly, Statement 

ReformtheRebate.com is a coalition organized to change the tax rebate rules that 
discriminate against legal immigrants. We believe that Congress over-reached when 
U.S. citizens and legal immigrants whose spouses or children are not “illegal” but 
who do not have Social Security Numbers due to SSA policies were barred from the 
stimulus rebate if they file jointly, as married taxpayers are authorized to do. We 
urge the Congress to extend to such civilian families the same consideration that 
was recently applied to military families, and for the same reasons: those who obey 
immigration law should not be penalized in the name of fighting illegal immigra- 
tion. 

If this cannot be accomplished, the legal spouse should be able to receive the re- 
bate without losing the benefit of joint filing this year and in the future as the price 
of getting a rebate. 

We suggest the following questions: 

1) The IRS has never been put into the position of enforcing immigration law. To 
avoid requiring the IRS to determine that a spouse is here legally without a 
Social Security Number, Congress has directed that when someone in the mili- 
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tary files a joint return with a valid SSN, the couple is eligible for the stimulus 
rebate. 

Isn’t that the fair way to treat civilian couples, as well? 

2) If the Congress directed the IRS to determine the immigration status of a 
spouse who does not have a SSN when there is a joint return where the other 
spouse has a valid SSN, would that impose a substantial administrative bur- 
den on the IRS? 

3) Whether or not someone is working here legally, the law requires that they 
pay taxes on their income. Because many, if not most illegal workers have 
taxes withheld by their employers, the IRS acknowledges that illegal workers 
who file returns receive refunds based on their withholding just like anyone 
else. 

Does the IRS have an estimate for the total amount of taxes that are refunded 
on returns with no SSN or an invalid SSNs each year? 

4) Does the IRS accept tax returns without a SSN or ITIN? If so, are refunds paid 
if due on such returns? What if more than one return uses a single SSN? How 
are payments and refunds processed? Isn’t it true that sometimes taxpayers re- 
ceive deficiency notices due to other individuals’ earning wages on their ac- 
count which are reported on W-2s? 

5) Does the IRS verify the validity of an SSN before processing a return? Does 
the IRS identify duplicate filings on a single SSN? How does the IRS sort out 
the situations of multiple W-2s on a single SSN when some may reflect mul- 
tiple jobs and others may reflect identity theft? 

6) There are many thousands of cases, beyond the military, where a U.S. citizen 
or legal permanent resident is married and files jointly with a spouse without 
an SSN. Does the IRS have an estimate for the total amount of the stimulus 
rebates these families would be eligible for if the Congress applied the same 
fair standard as to the military? 

7) The IRS has a difficult job to do in the best of times. Were Congress to clarify 
the intent of the stimulus package to be fair to the U.S. citizens and legal per- 
manent residents married to those who lawfully file joint returns with only one 
SSN, would a credit on next year’s taxes equal to the amount of the stimulus 
rebate be the most efficient use of IRS resources in correcting this unfair and 
unintended slap at legal immigrants? 


Santa Barbara Bank & Trust, Statement 

Dear Mr. Chairmen and Ranking Members: 

We are submitting this statement for the written record of the joint hearing held 
by the Oversight and Social Security Subcommittees on Thursday, June 19, 2008, 
to examine the status of the economic stimulus payments (ESP) provided for in the 
“Economic Stimulus Act of 2008” signed into law by the President on February 13, 
2008 (P.L. 110-185). 

Santa Barbara Bank & Trust (SBB&T), a brand of Pacific Capital Bank, N.A., is 
one of the nation’s largest providers of tax-refund related bank products — refund an- 
ticipation loans (RALs) and non-loan refund anticipation checks (RACs). We are par- 
ticularly concerned about comments made during the hearing which inferred that 
the RAL industry was somehow responsible for the fact that ESPs were delayed up 
to eight and a half weeks for taxpayers who elected this year to use RALs or RACs 
in order to more quickly receive funds in anticipation of their tax refunds. 

In her written testimony, Nina Olson, the National Taxpayer Advocate, high- 
lighted as a major concern the fact that more than 20 million taxpayers who ob- 
tained RALs and RACs during the 2008 filing season were ineligible to receive their 
stimulus payments quickly via direct deposit and had to wait up to eight and a half 
weeks longer to receive tbeir checks by mail. Ms. Olson noted that the delays were 
not caused by IRS error, but failed to provide any other contextual background as 
to why the IRS decided to mail checks to these particular taxpayers, rather than 
provide ESP quickly by direct deposit. 

On February 15, 2008, the IRS issued a press release (IRS Press Release 2008- 
21) announcing that ESPs would be made by paper check to any taxpayer who re- 
ceived RALs or RACs in this year’s filing season. There were very good reasons for 
the IRS’s decision to deliver ESPs to these taxpayers by paper check. Taxpayers who 
utilize RALs to more quickly obtain funds in anticipation of their tax refunds gen- 
erally receive payment (minus fees for tax preparation, filing, financing or proc- 
essing) within 24 hours after application. In the case of RACs, taxpayers receive the 
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net proceeds of their refunds (minus tax preparation and account set-up fees) when 
the refunds are received from the IRS (on average, 11 days after filing). The lending 
institution that provides the RAL or RAC opens temporary bank accounts for its 
customers into which the tax refunds are deposited. These temporary accounts are 
closed after delivery of a RAC to the taxpayer or satisfaction of the taxpayer’s RAL. 

More important, a large percentage of taxpayers who utilize RALs or RACs to 
more quickly obtain funds in anticipation of their tax refunds do not maintain reg- 
ular bank accounts at a financial institution. As the National Taxpayer Advocate’s 
2007 Objectives Report to the Congress noted: 

“It is estimated that approximately ten percent of American households do not have 
an account at a financial institution. These unbanked taxpayers have fewer refund 
delivery choices. They can request that the IRS mail a paper refund check on either 
an e-filed or paper return. However, these options generally entail high check cashing 
fees and take up to six weeks to actually deliver the refund. For taxpayers unwilling 
to wait four to six weeks for a check, the only real option is to buy a bank product, 
which typically involves high fees ,” 1 

More recent data indicates as many as 28 million Americans are “unbanked.” 2 
“Forty-six percent (46%) of African Americans and thirty-four percent (34%) of His- 
panic Americans do not have an account at a federally-insured financial institu- 
tion.” 3 Those without mainstream banking relationships cannot take advantage of 
IRS direct deposit of their refunds. RALs and RTs bridge the potential eight-week 
gap that many taxpayers who need quick access to funds would otherwise have to 
wait to receive a paper check from the IRS. Thus, a very large percentage of the 
taxpayers affected by the IRS’s February 15th guidance would have received their 
ESPs by paper check regardless of whether they elected to obtain a RAL or RAC. 

Ms. Olson’s testimony also failed to note that all taxpayers who elected direct de- 
posits of their income tax refunds into multiple bank accounts (by filing IRS Form 
8888), or who failed to elect direct deposit of their refunds (approximately 30% of 
all filers 4 were required to receive ESPs by paper check, not simply those taxpayers 
who chose to obtain RALs and RACs. 

Several Subcommittee Members were understandably concerned by Ms. Olson’s 
testimony pointing out the delays in delivering ESPs to taxpayers who obtained 
RALs and RACs in this filing season. Rep. Earl Pomeroy (D-ND) asserted that the 
RAL industry should have done more to notify taxpayers before they elected RALs 
or RACs that doing so would delay their ESPs. The fact is that responsible tax re- 
turn preparers did notify RAL and RAC customers as soon as they received notice 
of the IRS guidance of the potential delays in receiving their ESPs. However, the 
vast majority of taxpayers who utilize RALs and RACs generally do so very early 
in the tax filing season. In SBB&T’s case, 75 percent of our RAL/RAC customers 
in the 2008 filing season had already made their decision to obtain RALs/RACs be- 
fore the IRS’s press release was issued on February 15th. 

In order to prevent additional ESP delivery delays, RAL lenders proactively 
worked with the IRS before the first ESPs were scheduled to be direct deposited to 
prevent ESPs from being deposited to the temporary accounts established to facili- 
tate RALs and RACs. In fact, SBB&T alerted the IRS to an error in a large tax 
practitioner’s software that would have caused over 500,000 ESPs to be erroneously 
deposited had the error not been corrected. The bank also provided the IRS with 
the solution to fix the error. According to IRS policy, in the handful of cases where 
the IRS inadvertently deposited ESPs into a temporary account, SBB&T imme- 
diately sent a check to the affected taxpayer without charge. 

It is somewhat ironic that critics of the RAL industry are concerned about the im- 
pact on taxpayers of the delays in delivering ESPs, yet seem to dismiss the very 
real value that RALs provide to taxpayers by giving them quick access to much 
needed funds early in the tax filing season. Particularly for many low-income tax- 
payers eligible for the earned income tax credit, their annual tax refund represents 
the largest sum of money they will receive at one time in the entire year, and it 
comes at a critical time of the year after many families become overextended during 
the holiday season. 

In her 2007 Annual Report to Congress, the National Taxpayer Advocate stressed 
the negative impact to low-income taxpayers of delays in receiving their tax refunds: 


1 National Taxpayer Advocate, 2007 Objectives Report to Congress, Volume II, p. 14 (July 
2006). 

2 Remarks of FDIC Vice Chairman on June 21, 2007, to FDIC’s Alliance for Economic Inclu- 
sion. 

3 Id. 

4 See http://www.irs.gov.pub/irs-soi/07ifssl3.xls. 
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Tax refunds are particularly important to low-income taxpayers — A taxpayer for 
whom the refund is so significant often makes financial plans based on when he or 
she anticipates receiving the refund and may view the refund as a lifeline. For some 
taxpayers, a delay of two to four weeks in receiving the refund could mean eviction, 
inability to pay the high heating bills that arise during winter, or defaulting on cred- 
it card bills from the holiday season. 5 

The Taxpayer Advocate was specifically addressing the delays in this year’s filing 
season resulting from the fact that Congress did not pass legislation to address the 
so-called alternative minimum tax “patch” until December 2007. However, the same 
considerations apply to RALs as well. If the ability to receive the proceeds of one’s 
tax refund two to eight weeks earlier than the IRS can deliver it means the dif- 
ference between paying for housing or being evicted, paying for heat or enduring 
the cold, or paying off credit card debt or defaulting, paying a reasonable fee to ob- 
tain a RAL is a sensible decision. 

It is important to recognize that fees charged by SBB&T are indeed reasonable. 
Critics often use Annual Percentage Rate (APR) measurements of RAL costs to jus- 
tify the argument that RALs are high cost loans that take advantage of taxpayers. 
However, the use of APR calculations to measure the cost of RALs is very mis- 
leading. Due to the short-term nature of a RAL, APR calculations create an inflated 
representation of their true cost. In its 2006 Report to Congress on the Debt Indi- 
cator, the IRS contended that the APR is an inappropriate measure of the cost of 
a RAL: 

“Unlike loans of one year or longer, APR calculations for loans not based on simple 
interest rates add multiples of costs that borrowers will never pay. [When calculating 
APRs for RALs], finance charges are assumed to be paid 36.5 times over the course 
of the year, when in fact they are paid only once, no matter how long it takes to pay 
back the loan — The reason this is important information is because some critics of 
RALs cite the APR as the real interest rate that taxpayers are charged.” 6 

The average RAL funded by SBB&T during this filing season was $3,200, for 
which the bank charged an account set-up fee of $31 and a finance charge of 2.5% 
of the loan amount, or $80. This equates to a total cost of about 3.5% of the total 
loan amount. These fees remains fixed regardless of how long a RAL is outstanding. 
SBB&T does not impose late charges or additional interest charges, even if a RAL 
is never repaid. Nevertheless, we are required by federal banking laws to calculate 
an APR on a RAL loan using an 11-day repayment period. Under the example cited 
above, this transforms our fees of 3.5% of the loan amount to an APR of 115%, even 
though the total cost to the taxpayer remains at $111. 

RALs (when not viewed in the context of an APR) cost less than other common 
financial transactions that are entered into on a daily basis. For example, Western 
Union charges consumers $145 to send $3,000 within the United States via wire 
transfer. 7 Unlike RALs, a wire transfer is a completely risk-free transaction. Fees 
for credit card advances can range from three to four percent of the advanced 
amount, plus interest charges — or $96 to $128, plus interest, on a $3,200 advance. 
Payday loans, without taking into account the even greater interests costs when 
rolled over, range from $15-$20 per $100 borrowed. By comparison, the average 
SBB&T RAL costs consumers $3.50 per $100 borrowed. When viewed in proper con- 
text of the relatively few choices that many RAL borrowers actually have to obtain 
credit, the cost of a RAL is comparatively inexpensive. 

We appreciate having this opportunity to provide Members of the Subcommittees 
with this additional background information explaining the reasons for the delays 
in delivering ESPs to taxpayers who obtained RALs and RACs, and request that you 
include our statement in the written record for the hearing. 

Sincerely, 


Joe Sica 

SVP — National Government Relations Director 
Santa Barbara Bank & Trust 
70 Oberlin Drive 
San Diego, California 92121 


5 National Taxpayer Advocate’s 2007 Annual Report to Congress, December 31, 2007, Volume 
I, p. 5. 

6 IRS Report to Congress on the Debt Indicator, June 2006 

7 See www.WestemUnion.com for Western Union’s charge for its “Money in Minutes” wire 
transfer program to send $2,999 (their maximum) anywhere in the United States. 
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The Honorable J. Russell George, Statement 

Chairman Lewis, Chairman McNulty, Ranking Member Ramstad, Ranking Mem- 
ber Johnson, and Members of the Subcommittees, thank you for the opportunity to 
submit testimony for this hearing. My comments will focus on the Treasury Inspec- 
tor General for Tax Administration’s (TIGTA) audit and investigative actions per- 
taining to the Economic Stimulus Act of 2008. 

The Economic Stimulus Act of 2008, signed on February 13, 2008, was enacted 
to energize the national economy. For most individuals, the amount of the stimulus 
payment received is dependant on their net income tax liability. Single taxpayers 
will generally receive the greater of $300 or their actual tax liability up to $600 and 
couples will generally receive the greater of $600 or their actual tax liability up to 
$1,200. Anyone with qualifying children will also receive an additional $300 per 
child. IRS began issuing stimulus payments on May 2, 2008. 

The stimulus payments are being estimated using information reported on 2007 
tax returns, so that individuals can benefit from the payments as soon as possible. 
Individuals who qualify for a larger payment as a result of changes between their 

2007 and 2008 tax returns will receive the additional payment when they file their 

2008 return (generally between January and April 2009). Individuals who receive 
more than they would have if the payment had been calculated using information 
from their 2008 return will not be asked to pay the excess back. 

Due to the time-sensitive nature of these payments, we have been advising the 
IRS of our concerns as soon as we have identified them, to allow the IRS to take 
immediate corrective action when possible. In August 2008, we plan to issue the 
final report of this phase of our work on the Internal Revenue Service’s (IRS) efforts 
to implement the stimulus payments. 

Status of the Stimulus Payment Program: 

• The IRS issued approximately 76.5 million stimulus payments as of June 13, 
2008, totaling approximately $63.9 billion. 

• The IRS has made progress on resolving the back-log of stimulus-only tax re- 
turns. The IRS had processed 94 percent of the 7.7 million stimulus-only re- 
turns received as of June 7, 2008. 

• The IRS plans to issue stimulus payments through December 2008 for those tax 
returns filed by October 15th. 

Audit Status: 

We have reviewed approximately 102.7 million 1 stimulus payments generated 
from returns processed as of May 30, 2008. We determined that theIRS is correctly 
calculating the stimulus payment for approximately 99.6 percent of the returns. 
Correct calculation includes ensuring that payments are not issued to individuals 
without a valid Social Security Number, individuals who do not meet gross income 
and net tax liability tests, and individuals who exceed income limitations. However, 
we have identified approximately 385,000 stimulus payments in which our calcula- 
tion of the payment does not agree with the IRS’s payment calculation.Preliminary 
review of these payments found that the differences resulted from: 

• Programming that did not include qualified self-employment losses in the deter- 
mination of eligibility. The IRS, with the Department of the Treasury’s concur- 
rence, is using a percentage of the self-employment tax reported on Self-Em- 
ployment Tax (Schedule SE) in the computation of the stimulus payment in- 
stead of the actual self-employment income or loss reported on various tax 
schedules. The IRS and the Department of the Treasury indicated they were 
aware that this methodology did not address Profit or Loss from Business 
(Schedule C) and Profit or Loss from Farm (Schedule F) losses. However, the 
Treasury Department chose to use the Schedule SE percentage because it would 
have been too complex to program the payment for every possible self-employ- 
ment scenario, given the time available. The Treasury Department indicated 
that the Schedule SE percentage would result in a correct payment for most in- 
dividuals. As of May 30, 2008, TIGTA had identified approximately 104,000 re- 
turns with approximately $55 million in stimulus payments that should not 
have been paid to individuals with Schedule C and Schedule F losses. 

• Programming did not include all qualified self-employment income in the deter- 
mination of eligibility. As of May 30, 2008, TIGTA had identified approximately 
25,000 returns for which the stimulus payment was not allowed. In these cases, 
we believe that taxpayers were entitled to an additional $16.5 million. These 


1 This figure differs from the number issued by the IRS because our review includes payments 
that have not yet posted to taxpayer accounts. 



97 


errors affected clergy and other individuals whose income is not subject to the 
self-employment tax. TIGTA plans to review the IRS’s programming of the stim- 
ulus payments for Tax Year 2008 to ensure these individuals will receive the 
payments they are entitled to when they file their 2008 return. 

• Taxpayers were not receiving the child portion of the stimulus payment because 
they did not check the Child Tax Credit qualifying box on the tax return.When 
TIGTA raised this concern, the IRS initially responded that it could not allow 
the child portion of the stimulus payment in these instances because eligibility 
for the Child Tax Credit could not be determined from the information on the 
tax return. The IRS subsequently announced that it will issue the additional 
child portion of the stimulus payment to approximately 350,000 households in 
July. TIGTA is in the process of quantifying the number of individuals that 
might be affected. 

Other Items of Interest: 

• TIGTA has initiated a review to evaluate the effectiveness of the Criminal In- 
vestigation (Cl) Division’s actions to prevent the issuance of stimulus payments 
to individuals whose tax returns claimed false income tax refunds or who filed 
false stimulus-only returns. To date, we have obtained data extracts to be used 
in our assessment of whether the Cl Division implemented controls as indicated 
and whether the controls are functioning as intended. We also plan to select 
samples to determine if the appropriate freeze was placed on accounts pre- 
viously identified as fraudulent to ensure that a stimulus payment is not issued 
and to ensure that controls designed to stop stimulus payments for fraudulent 
returns are working as intended. 

• On May 22, 2008, Congress passed H.R. 6081, the “Heroes Earnings Assistance 
and Relief Tax Act of 2008,” to amend the Economic Stimulus Act of 2008 to 
allow thousands of military personnel to receive a stimulus payment, regardless 
of whether they or their spouse, or their children have a valid Social Security 
Number.The Joint Committee on Taxation estimates that this provision will 
cost $14 million in Fiscal Year 2009. It is anticipated that the President will 
sign this legislation. The IRS is currently working on identifying affected mili- 
tary personnel. If this legislation is enacted, TIGTA will review the IRS’s imple- 
mentation 

Additionally, TIGTA is monitoring the following issues: 

• As of June 7, 2008, the IRS identified 246,079 duplicate paper-filed stimulus- 
only returns. These stimulus-only returns were filed using the same Social Se- 
curity Number as another tax return. The IRS has consolidated the processing 
of these returns at its Andover, Mass., facility to expedite their processing and 
minimize the delay in issuing the stimulus payment. The IRS has resolved 
55,852 of these returns. We are in the process of evaluating the procedures for 
forwarding these returns to Andover, as well as the procedures that will be used 
to resolve the duplicate filing conditions. Our review of a random sample of50of 
these returns showed that 39 (78 percent) were duplicate returns filed by the 
same taxpayer, which indicates these cases did not involve identity theft. To 
date, 31 of 50 have had the rebate issued. No rebate has been issued for the 
remaining 19. 

• The IRS has determined that between 18,000 and 22,000 Understanding Your 
Economic Stimulus Payment Notice (Notice 1378) were issued to the wrong in- 
dividuals. This was the result of a vendor error, and the problem has been cor- 
rected. 

• The IRS identified a programming error that resulted in approximately 1,500 
payments being directly deposited into the wrong individual’s bank account. 
These payments totaled approximately $1.4 million. The IRS has since corrected 
the error and is in the process of reissuing payments to the entitled individuals. 
IRS is working with the banks to recover the incorrect deposits. 

• The IRS reiterated that it will issue a paper stimulus-only check to anyone who 
1) used a Refund Anticipation Loan (RAL), 2) split the direct deposit refund 
among more than one bank account, or 3) had tax preparation and other fees 
deducted from the refund (refund anticipation check (RAC)). This process was 
established to ensure that the individual received the stimulus payment instead 
of the financial institution or tax preparer that provided the RAL or RAC. As 
of April 17, 2008, 9.9 million taxpayers had used a RAL and 10.3 million had 
used a RAC to receive their refunds. For split refunds, the IRS decided to issue 
a paper check because it did not know which account the taxpayer wanted the 
stimulus payment deposited in. As of June 2, approximately 225,867 taxpayers 
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had split their direct deposit refund among more than one bank account. Not 
all of these individuals may qualify for an economic stimulus payment. 

• IRS officials stated that on May 28, 2008, they had been notified by a tax prepa- 
ration firm that approximately 450,000 tax returns had been submitted to the 
IRS without the RAL indicator. The IRS, aided by the firm, was able to identify 
these accounts before the stimulus payments were issued. Payments for these 
accounts are being correctly issued via paper check consistent with IRS’s deci- 
sion to issue paper checks on accounts having a RAL. The media incorrectly re- 
ported that these payments were being deposited into RAL accounts. 

• As of May 30, 2008, TIGTA identified approximately 8,800 individuals (0.15 
percent) who filed a stimulus-only return had a balance due on their tax ac- 
counts. Some of the balance-due conditions are the result of IRS input errors 
or taxpayers entering information on the wrong line of their tax return. The 
IRS is aware of this condition and has taken steps to resolve these accounts. 

Office of Investigations: 

TIGTA has initiated 12 complaints involving economic stimulus payments. The al- 
legations are as follows: 

• One case involves an alleged return preparer scheme that was reported to IRS- 
CID in Bogota, Colombia. CID referred the case to TIGTA; 

• Two cases involve allegations of false impersonators requesting bank informa- 
tion via the telephone; 

• Nine cases involve phishing emails, most of which direct victims to follow an 
Internet link purportedly associated with the recipient’s economic stimulus re- 
fund. 

In closing, I would like to emphasize that TIGTA will continue to closely monitor 
the issuance of the economic stimulus payments and to promptly alert the IRS of 
any problems or emerging issues. Mr. Chairman and Members of both Subcommit- 
tees, thank you for the opportunity to provide TIGTA’s assessment of the IRS’s im- 
plementation of the Economic Stimulus Act of 2008. I would be pleased to respond 
in writing to any questions you may have. 

o 



